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Apparently He Was A 
Good Credit Risk Until— 


The nation-wide facilities of The 
Hooper-Holmes Bureau are devoted 
to the compiling of Moral Hazard 
Inspection Reports for insurance under- 
writing, credit, commercial and employ- 
ment purposes and Claim Reports. Ad- 


dress inquiries to 102 Maiden Lane, 
WF. 


THE HOOPER-HOLMES BUREAU, Inc. 


"All my information led me to believe that he was a 
good credit risk. His account at the bank showed a 
favorable balance, a couple of friends who knew him 


socially provided the proper background and every- 
thing seemed favorable until | talked to the grocer—" 


+ 


Hooper-Holmes Bureau inspectors are trained to 
cover every angle of a credit report. They check on 
finances, business connections, social and private life. 
They recognize and discount biased information, and, 
although they do not assume a risk to be irregular, 
adverse information is sought to bring out the. real 
characteristics of the subject. 


It is only through this personal contact with informants 
close to the subject that reliable, timely information 
can be obtained and a true picture presented. 


€ 


Over 3700 points in the United States and Canada 
are covered continually by salaried inspectors of the 
Bureau. More than 35,000 correspondents cover the 
smaller towns and rural districts. 
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Are Your Invoices 
Sticking on the 


‘Unpaid’ Spike? 


When it comes to collecting your ac- 
count the amount your customer owes 
you is only a part of the problem. 


If your invoice was the only one on the unpaid spike you would have 
little trouble getting your money. Usually it’s the bills to be paid ahead 
of yours which cause the delay for you. 


Before your invoice goes on the spike find out how many are there ahead 
of it. You can get that information through Credit Interchange Service. 


= CREDIT INTERCHANGE SUREAUS 


National Association of Credit Men 


When writing to advertisers please mention Credit & Financial Management 


Insurance 
backs 


Safe Investments 


YOU CAN FACE 


disaster and smile 


when you know that 
insurance safeguards 
your investments— 
and your smile can be 
brightest when it’s an 
expression of the 
peace of mind that 
accompanies policies 
issued by an insurance 
company of recognized 
financial strength, 


THE PHOENIX 


through an agency 
equipped and compe- 
tent to supervise 
your insurance affairs. 
Our agents not only 
offer you policies 
in a strong American 
company but also 
place at your ser- 
vice capable advisory 
insurance counsel. 


INSURANCE CO. 


OF HARTFORD, CONN. 


When writing to advertisers please mention Credit & Financial Management 
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CREDIT 


@ Looking ahead 


It may be well to keep a close 
watch on this issue of Credit and 
Financial Management for you will 
undoubtedly wish to refer to it when 
the next month’s number arrives.; 
Included in our December publica-! 
tion will be several articles tying in 
closely with material presented this 
month. 

For instance: Mr. Tregoe con- 
tinues his story of the growth of 
the N.A.C.M.; Mr. Benjamin elab- 
orates on his ideas relative to 
gauging “capacity to pay”; Mr. An- 
dersen develops his study of what 
¢onstitutes below-cost selling. 
“Besides these items there will be 
a forum discussion between two 
featured writers on prices and price- 
fixing, an article on insurance and 
credits, and all of our regular de- 
partmental features. 


& Our cover 


Industrial recovery is still the 
subject of the hour and this month 
our front page presents a forceful 
oil painting illustrating the idea 
behind the N.R.A. movement. It 
is presented through the courtesy of 
Continental Casualty Company of 
Chicago, Ill, who have given us 
permission to use it. 
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COLLECTION NOTES 


that bring 


...are POSTAL TELEGRAMS 


@ The message that is important to you 
becomes important to the man at the 
other end when it is a Postal Telegram 
...just because it IS a Postal Telegram. 
It reaches him with no fuss or bother 
or delay. It focuses his whole attention 


on what you have to say. It impels him ~ 


to action ...immediatel y: 
So...when accounts are overdue and 
collection letters are ignored and quick 


action is important...use Postal Tele- 
gtaph. Postal Telegraph offers you fast, 
accurate, dependable record communi- 
cation with 80,000 places in the United 
States and Canada. 

Through the great International 
System of which it is a part, Postal 
Telegraph reaches the entire world 
through coordinated telegraph, cable 
and radio facilities. 


Postal Telegraph is the only American telegraph company that offers a world-wide service of coordinated 
record communications under a single management. Through the great International System of which 
Postal Telegraph is a part, it reaches Europe, Asia, The Orient over Commercial Cables; Central 
America, South America and the West Indies over All America Cables; and ships at sea via Mackay Radio. 


HE INTERNATIONAL 


SYSTEM 


Postal Telegraph 
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Honest people 








His Honor the Mayor was seated on the platform awaiting intro- 

duction so that he might welcome the several hundred visiting 

guests and tender them the keys of the city. He was a big, portly 
man and he spoke in a commanding tone of voice. Beginning with 
the usual welcoming phrases, that had a ring of sincerity and cordiality, 
he proceeded to depict the beauties of the city. He spoke of the 
wonderful parks, the playgrounds, the fine educational facilities. The 
city, he assured us, was a home city, of industrious, kindly, honest 
people. He boasted of the many, many churches in the city and their 
fine influence upon the community. He spoke of the need of a spiritual 
community, of the sordidness of constantly seeking material things 
while starvation of soul was permitted to go on unheeded. He hoped 
we would be privileged to drive about the place and enjoy its beauty, 
ramble through its wonderful parks, visit its splendid school system 
and if possible worship in one of its many churches. He closed with 
an inspirational appeal for the building of character, of integrity, of 
the true value of the homely virtues of honesty and thrift in this day 
and age of strife and trouble. His welcoming address brought forth 
an ovation. 


= The time for the opening of the Credit Conference had arrived. 
» 


In acknowledgment, the Chairman spoke in glowing terms of the 
fine abilities of the Mayor and felt particularly grateful to him for 
having come to give his address of welcome, informing the audience 
that the Mayor was pressed for time since he was leaving very shortly 
on a trip to Washington. The Chairman proceeded to tell us that 
the Mayor’s opinion and judgment were highly respected in the capital 
city and that his fame and good name were known far and wide beyond 
the city in which he lived. 


As is my custom, I walked to the rear of the room to thank the 
Mayor on behalf of the National Association for his fine, sincere 
welcoming address. Then I expressed the hope that he would have a 
fine trip to Washington, and that his important mission, whatever it 
might be, would be fruitful. “Oh, I think I'll put it over all right,” 
he said, rather confident and blustering-like. ‘I am going to get a 
bill put through to amend the Bankruptcy act,” he added, ‘which 
will permit municipalities to take advantage of bankruptcy.” 


For a moment I stood stunned. Then in a matter of fact way I 
started back towards the conference room. I had scarcely taken five 
or six steps before I felt he simply must not go unchallenged. By 
the time I turned he had almost reached the revolving door that led 
to the street. “Mr. Mayor,” I shouted at his disappearing figure, ‘‘are 
any of those church members or those honest people you spoke about 
going with you on this mission?” 


I didn’t wait for a reply. I went back into the conference room. 
One of the members met me at the entrance way. ‘Wasn't that a 
splendid address of the Mayor?” he asked. Then I did the unpardon- 
able thing. Perhaps this member will never understand. But I forgot 
my dignity, and my reply was the guttural tone which has recently 
been the accepted vulgar way of expressing disapproval, an expression 
which the people of New York are apt to call “the Bronx cheer.” 


. Executive Manager . 
National Association of Credit Me 








































Uncle Sam’s helping 


a “When a patient is critically ill, 
the doctor seeks every possible 
bit of available data . . . examines 
every symptom. He may prescribe 
an operation but afterwards he 
does not stop his careful study.” 


By WILLARD L. THORP, Director, 


Bureau of Foreign and Domestic Commerce 


ers from Virginia and Maryland 

met at Alexandria, Virginia, “to ad- 

just and promote commerce and 
trade” between those two States. At 
that time, George Washington extended 
to them the hospitality of his home and 
the delegates thereupon moved a few 
miles down the river and continued 
their deliberations at Mount Vernon. 

As a result of the above meeting, a 
convention of representatives of five 
States met at Annapolis, where Alex- 
ander Hamilton prepared a recommen- 
dation, signed also by Madison and 
Randolph, for a general meeting of the 
States in a future convention. He urged 
that the powers of the delegates be ex- 
tended beyond the sphere of commerce, 
inasmuch as they had been “induced 
to think that the power to regulate trade 
is of such comprehensive extent and 
will enter so far into the General Sys- 
tem of the Federal Government that to 
give it efficacy, and to obviate questions 
and doubts concerning its precise nature 
and limits, may require a correspondent 
adjustment of other parts of the Federal 
System.” 

The result of this resolution was the 
Constitutional Convention of 1787. 
Thus, concern about trade and com- 
merce provided the basis upon which 
the States were brought together and 
the Constitution was finally adopted. 
From that time to the present day, the 
Federal Government has concerned it- 
self to a marked degree with the regu- 
lation and fostering of trade and com- 
merce. 

For more than a century, jurisdiction 
over.these matters rested in the Treasury 


“ In the spring of 1785, commission- 
“ 
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Department. In 1903, after many years 
of agitation, the Department of Com- 
merce and Labor was created. In 1912 
the Bureau of Foreign and Domestic 
Commerce was established as a particu- 
lar agency to concern itself with com- 
merce and trade. This can hardly be 
described as a new organization, but 
was rather the consolidation of three 
previously existing Bureaus. One of 
these, the Bureau of Statistics, had taken 
over from the Treasury Department and 
the State Department in 1903 the prepa- 
ration and publication of all official 
statistics of foreign commerce, as well 
as the collection and publication of con- 
sular and other foreign trade informa- 
tion. 

The Bureau of Manufactures, already 
in the Commerce and Labor Depart- 
ment, had been created to develop mar- 
kets both at home and abroad, but had 
confined its activities almost entirely to 
the promotion of export trade. The 
Bureau of Trade Relations, in the 
Department of State, had likewise de- 
veloped a service for obtaining and dis- 
tributing foreign trade information. The 
consolidation, suggested by an official 
group in 1908, was finally accomplished 
as the result of a recommendation by 
The President’s Commission on Economy 
and Efficiency in May, 1912. 

While the title of the new Bureau 
indicated that domestic commerce fell 
within its scope, Congress put an end 
to the compilation of statistics of do- 
mestic commerce, previously done by the 
Bureau of Statistics, by the simple ex- 
pedient of making no appropriation for 
this purpose. The result was that the 
Bureau became, to all intents and pur- 
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poses, an organization interested almost 
exclusively in foreign trade reporting 
and promotion. 

The appropriations for the fiscal year 
1914 were $244,860, and steadily in- 
creased thereafter. Branch or district 
offices were opened in important com- 
mercial centers in the United States, and 
cooperative offices in connection with 
Chambers of Commerce were likewise 
established. The appropriations for the 
Bureau exceeded 1-million dollars for 
the first time in 1922, and reached a 
peak in 1932, of $5,334,122. 

At this peak point there were 204 
representatives in the foreign service 
(not including local employees) in 59 
offices in leading foreign commercial 
centers; there were 34 district offices 
with 261 employees. The headquar- 
ters in Washington employed 917 per- 
sons engaged chiefly in analyzing and 
interpreting the material reported from 
abroad, and insuring its rapid dissem- 
ination to the business world. 

In 1923 the Domestic Commerce Di- 
vision was organized for the purpose of 
developing research in the general field 
of the distribution of commodities 
within the country. While this work 
never absorbed any considerable propor- 
tion of the total budget, it grew stead- 
ily until in 1932 some $518,220 was 
spent by this division in studying prob- 
lems such as wastes of distribution, trade 
association activities, market analysis, 
and the like. 

The record of rapid growth of the 
Bureau of Foreign and Domestic Com- 
merce made it peculiarly susceptible to 
the demands for economy which resulted 
from an unbalanced Federal budget. 
The peak allotment of $5,334,122 for 
the fiscal year 1931-32 was cut to $3,- 
988,000 for the year 1932-33, and to 
$2,013,000 for 1933-34. Inasmuch as 
nearly all the funds of the Bureau are 
devoted to payroll, the inevitable conse- 
quence of these budget reductions has 
been the separation of approximately 
one-half of the total staff. By reorgani- 
zation and careful selection of person- 
nel, this reduction has been accomplished 
without the drastic impairment of serv- 
ices which might be deduced from the 
above figures. 

The problems with which the Bureau 
of Foreign and Domestic Commerce is 
concerned are of more vital significance 
than ever. The export trade of the 












United States received an impetus during 
the war and the tmmediately post-war 
years which carried it to heights beyond 
all previous’ ‘record.. Imports likewise 
increased, but the balance continued 
“favorable.” The discrepancy, disregard- 
ing the various minor invisible items, 
was made up by the import of gold, 
and later by a net flow of American 
capital abroad. The depression, with 
its declining price level and reduced 
purchasing power in foreign countries, 
inevitably led to decreasing foreign 
trade. 

At the same time the struggle of 
various countries to maintain financial 
stability led to increasing control of the 
flow of commodities by methods such as 
higher tariffs, import quotas, exchange 
restrictions, and the like. In the face 
of these conditions, it is somewhat en- 
couraging to note, parenthetically, that 
the records for the last several months 
have shown some revival in foreign 
trade activity. Profits in foreign trade 
have become increasingly a matter of 
wise or lucky dealings in the exchange 
market, of anticipation of tariff changes, 
and of many other factors which could 
only be offset by the most complete 
knowledge available of current devel- 
opments in foreign markets. 

At the same time that the informa- 
tional services of the Bureau of Foreign 
and Domestic Commerce have assumed 
this increased significance in the foreign 
trade field, its work in the domestic 
sphere has suddenly become extremely 
important. The recovery program of 
the Administration necessarily rests upon 
knowledge of each particular industry. 
The wise consideration of codes has 
taxed to the utmost the resources of in- 
formation in the Government. Further- 
more, it is most essential that accurate 
observations be made of the develop- 
ment of our economic activity in these 
critical months. The recognition of the 
trade association as the significant unit 
of industry has called for much material 
which the Bureau alone could provide. 
Furthermore, its district offices, repre- 
senting the only geographically distrib- 
uted contact points between the Govern- 
ment and industry, have played a most 
important role in the development of the 
program of the National Recovery Ad- 
ministration. 

It has long been an established prin- 
ciple in the Government that particular 


hand to business 


sectors of the economic system require 
special study and representation among 
the permanent Government Depart- 
ments. Thus, the Department of Agri- 
culture concerns itself with the problems 
of the farmers, the Department of Labor 
with those of the workers, and the De- 
partment of the Interior with problems 
relating to our national resources. The 
Department of Commerce is likewise 
concerned with certain special phases of 
our economic activity. 

Among the many bureaus in the De- 
partment of Commerce are certain ones 
which relate particularly to safety of 
life; particularly in connection with 
navigation, the Bureau of Lighthouses, 
and the Bureau of Navigation and 
Steamboat Inspection. As air navigation 
developed, it likewise found a place in 
the Aeronautics Branch of the Depart- 
ment. Certain property rights are 
guarded by the Patent Office. While 
the Bureau of Standards, as its name 





implies, furnishes standards for gen- 
eral use, it is of particular aid to the 
Government in directing its purchasing, 
and, in more recent years, in providing 
for many industries standards of com- 
mercial products. 

The Bureau of Foreign and Domestic 
Commerce is the particular agency in 
the Department of Commerce which has 
as its specific function the assistance of 
the business community. The Bureau 
has no regulatory powers. It is a service 
agency built necessarily upon coopera- 
tion with the business community. One 
book, published in 1924, describes in 
full the history, activities and organiza- 
tion of the Bureau. Its 180 pages would 
need considerable expansion to cover 
adequately the changes and develop- 
ments of the last decade. It is a com- 


plicated organization with many diverse 
functions and activities. 

The underlying principle upon which 
the Bureau operates (Cont. on page 31) 














































































































































































































































































































Gauging ‘‘CapacitytoPay” 






Two dollars in current assets to one dollar in liabilities has 
been the accepted formula for judging the worth of a customer 
from an analysis of his balance sheet. But does such a ratio 


show his capacity to pay his obligations when due? 
other ratios do give a true picture of this “capacity to pay?” 


business we hear quite a lot about 

a revision of some of our traditional 

ideas about credits. No matter 
how we may revise some of our general 
plans, we must, however, hold to the 
basic principle that “credit is the power 
to obtain goods or service by giving a 
promise to pay money or goods on de- 
mand or at a specified date in the fu- 
ture.” It is the job of the credit execu- 
tive to determine in advance of the 
consummation of a trade deal, the value 
of the customer's “‘promise to pay.” The 
executive has several means for reaching 
his conclusions as to the reliability of 
his prospective customer. One of the 
items checked in such investigations is 
the financial statement or balance sheet 
of the prospective customer. 

In the ordinary course of his work, 
the credit executive observes many other 
phases in determining the business quali- 
ties of his prospective customer. One of 
the most successful of such observations 
is provided by credit interchange infor- 
mation, which gives a picture of the 
customer's business character. It is with 
financial statements, however, and their 
analysis that we are concerned in this 
article. Most credit executives have been 
schooled to observe whether or not the 
current ratio is two to one, #.e., are the 
current assets twice the current liabili- 
ties? Many executives looked further 
in their analysis of statements, but few 
of them have worked out a schedule of 
other ratios to be checked as an aid in 
reaching a conclusion as to the credit 
‘capacity of a proposed customer. 

. During ten years as a high official 
with the Irving Trust Company, New 
York City, Mr. Eugene S. Benjamin did 
evolve such a system of ratios which he 
used successfully in handling all the 
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=. In these days of the New Deal in 
» 


by EUGENE S. BENJAMIN, former high official of Irving Trust Co. of New York 


in an interview with a staff writer of Credit and Financial Management 


larger credits passing through his de- 
partment during these years. Through 
a former N.A.C.M. president, Mr. Wil- 
liam Fraser, the editors of Credit and 
Financial Management learned of Mr. 
Benjamin's important work as an au- 
thority on credit analysis. They learned 
also that Mr. Benjamin has set down 
his ideas and experiences in a book 
which he has named “Practical Credit 
Analysis,” recently published in a lim- 
ited edition. It was first planned merely 
to review Mr. Benjamin’s book, but be- 
cause of the importance of his experi- 
ence and the direct bearing of his ideas 
upon the daily work of the readers of 
Credit and Financial Management, the 
editors decided to expand the presenta- 
tion of Mr. Benjamin’s book by way 





EUGENE S. BENJAMIN 


for om years a credif executive at Irving 


Trust Co. who has set down some of the 
results of his long experiences in his new book, 
“Practical Credit Analysis." 


What 


of an interview as well as quotations 
from his new book. 

While Mr. Benjamin bases his credit 
analysis mostly on the application of cer- 
tain ratios shown in the balance sheet, 
he makes it plain that he does not con- 
sider the financial statement the “alpha 
and omega” of credit determination, but 
rather an aid in confirming credit judg- 
ment. He says in the foreword of his 
new book: 

“The system of analysis presented 
will, it is believed, prove of benefit to 
the experienced credit man who is well 
informed on the general aspects of busi- 
ness and is a good judge of character. 
It makes the analysis come as close to 
an exact science as possible.” 

“The first problem I faced when | 
took up my work with the Irving Trust 
Company was to determine the ‘capacity 
to pay’ of those seeking credit,” was Mr. 
Benjamin's reply to our question as to 
how he happened to develop his sys- 
tem, which is based upon a set of ratios 
in the balance sheet which are not ob- 
served in the average credit analysis. 

Mr. Benjamin’s search for “capacity 
to pay” was not a new idea; most every 
credit executive seeks an answer to the 
same question when determining credit 
relations. It is therefore interesting to 
note how Mr. Benjamin worked out his 
formulas during his ten years’ experi- 
ence with the Irving Trust Co. 

“The most important basis for credit 
analysis is the balance sheet, which when 
fully analyzed and fairly and properly 
interpreted also tells the story of busi- 
ness efficiency.” Mr. Benjamin told us 
as he discussed his work. “While in 


accord with the principles and funda- 
mentals formulated by various authors 
on credit analysis, these methods are not 
fully or well adopted to the uses and 
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needs of practical credit men because 
there are several very important ratios 
which are omitted and which are of 
prime importance. in the study of a 
balance sheet for the purpose of extend- 
ing credit.” 

The ratios which Mr. Benjamin found 
important were: 

Current Ratio 

Receivables to Sales 

Merchandise to Sales 

Merchandise to Receivables 

Merchandise to Liquid Capital 

Liabilities to Sales 

Liabilities to Liquid Capital 

Turnover of Liquid Capital 

Turnover of Merchandise 

Debt Reflected in Merchandise 

Net Profit on Gross Capital 

Plant to Gross Capital 

Cash to Bank Loans 

“These ratios can be used for any 
and all types of industry in which a 
credit analysis is necessary in order to 
determine the worth of a balance sheet 
for credit purposes. My system concen- 
trates on current business assets and 
liabilities as constituting the basis for 
credit on the theory that for all credit 
purposes the principal fact to be deter- 
mined is the ability of the debtor to 
meet his obligations as they mature out 
of the current assets of the business. 
This method disregards, except in un- 
usual cases, any consideration of invest- 
ments in securities, as such investments 
as a tule have seldom been available 
when needed to pay trade and bank 
obligations. 

“The Current Ratio has always had a 
preponderating influence in determining 
the credit availability of balance sheets. 
As a matter of practical practice it should 
be the last ratio to be considered by the 
analyst and certainly should be sec- 
ondary to the ratio of Liabilities to 
Liquid or Working Capital.” 

Mr. Benjamin pointed out further 
that his plan provides for the use of: 

1. Funded or Deferred Debt as 
W orking Capital. 

2. Trade Standards wherever feas- 
ible for the purpose of obtaining the 
general average of receivables, mer- 
chandise, liabilities in their relation to 
Sales in each trade or industry. 

3. Liability ratios of percentage of 
liabilities to.sales; percentage of li- 
abilities to liquid capital; because if 
either or both of these percentages is 
too great in comparison as shown 
by the Trade Standard or as shown 
by general trade experience, these 
unfavorable ratios react against an 
otherwise favorable Current Ratio. 
Liability Ratios are of equal impor- 
tance to Asset Ratios. 





Mr. Benjamin advocates the use of 
Ratios of Turnover of Liquid Capital 
and Turnover of Merchandise (in its 
relation to the turnover .of liquid capi- 
tal) because these turnovers serve an 
exceedingly useful purpose in determin- 
ing the conservative handling of busi- 
mess operations, in Mr. Benjamin’s 
opinion. 

“The Current Ratio has been in use 
for many years as a guide for granting 
credit,” continued Mr. Benjamin. “A 
basis of $2 in of Current Assets to $1 
of Liabilities has been accepted for pro- 
tection and is in general use. However 
the weakness of full reliance on this 





Flere are main spots in the Ben- 
jamin ratio plan: 


] Percentage of outstandings 
* to sales. (Are accounts care- 
fully collected?) 


Turnover of merchandise in 

* relation to sales. (Has in- 

ventory been properly depreci- 
ated?) 


3 Percentage of quick liabili- 
* ties to sales. (Is liquid capi- 
tal large enough for business 


handled?) 


A. Percentage of quick liabili- 
ties to liquid capital. (Are 
loans used for capital deficiencies?) 


5. Turnover of liquid capital as 
represented in volume of 
sales. 


Turnover of merchandise as 
* compared with turnover of 
liquid capital. 








practice lies in the fact that outside of 
the items of cash, the other items of pre- 
sumed current assets such as receivables 
or merchandise are set down as more 
or less estimates of their liquidating 
values. On the other hand the. liabili- 
ties are often understated and experience 
teaches that in liquidation, a large in- 
crease in debt is usually experienced. 
We have therefore only an estimated 
condition as to the value of certain of 
the current assets, and it thus becomes 
necessary to determine this value. 

“The best available method of doing 
this is to use ratios which are based upon 
operations, otherwise we are only ac- 
cepting the declared value of the. assets 
and are protecting the credit on the 
supposed margin between liabilities 
which are apt to be understated, and 


assets which are often set down on an 
optimistic basis. 

“If we accept a statement of the value 
of receivables and merchandise, we can- 
not be certain that the Current Ratio 
as stated is correct until we are able to 
test the value of these receivables and 
merchandise to the business. This val- 
uation can be reached through the use 
of operating ratios, that is those which 
have to do with the operations of the 
business. The theory is that no busi- 
ness should have any larger amount of 
receivables, merchandise or liabilities 
than its actual sales and sales terms 
justify, having due regard to the date 
of the statement—that is whether the 
statement is rendered at the close or at 
the peak of an active season. 

“If we find upon using these oper- 
ating ratios that both receivables and 
merchandise are in fair proportion to 
sales, we are justified in accepting these 
assets as current, but if receivables and 
merchandise are out of due proportion 
to sales, we must depreciate them to find 
the true current ratio.” 

Mr. Benjamin explained that he places 
no importance in his credit analysis to 
non-current assets, such as plant and 
machinery and gave it as his opinion 
that all intangible assets such as good- 
will, patents—have no status whatever 
in a credit analysis. 

The following explanation of Mr. 
Benjamin’s ratio standards is quoted 
from his book: 

RECEIVABLES TO SALES—This is the 
percentage which all ‘Trade Receivables in- 
cluding Bills Receivable discounted by banks 
or others bear to the Net Sales, and is com- 
piled to ascertain the percentage of average 
outstandings. Too large a percentage might 
mean the inclusion of non-business receivables 
or excessive terms or partly frozen accounts. 
Too small a percentage might possibly mean 
the cashing of sales elsewhere. 

MERCHANDISE TO SALES—This is the 
percentage which the inventory bears to 
the Net Sales, being for the purpose of 
ascertaining the turnover of merchandise in 
relation to sales. An unduly large percentage 
might indicate that inventory had not been 
properly depreciated. An unduly small per- 
centage might show that all merchandise de- 
livered to date of statement had not been 
included in the assets and liabilities. 

LIABILITIES TO SALES—This is the per- 
centage which the total quick liabilities bear 
to the Net Sales. A large percentage would 
indicate either insufficient liquid capital for 
volume of sales, or that either the receivables 
or the merchandise or both are in undue 
proportion to volume of sales. 

LIABILITIES TO LIQUID OR WORK- 
ING CAPITAL—This is the percentage of 
all liabilities to the Working or Liquid Cap- 
ital. An unduly large percentage would 
show that the business is relying too heavily 
on its creditors and that loans are being 
used for capital deficiencies instead of for 
seasonal credit needs. 

TURNOVER OF LIQUID CAPIT AL—(as 
represented in the (Continued on page 38) 
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Why canal boat | 


by C. B. KUHLMANN, Professor of Economics, 
Hamline University, St. Paul, Minn. 


Many years ago, a Chinese legend 
tells us, there reigned a good em- 
ly peror who was genuinely anxious 
for the welfare of his people. He 
used to go out in the early morning to 
the city gate. There he watched the 
peasants coming to market with their 
farm produce and groups of coolies 
bringing in merchandise for merchants 
of other towns. All carried great bur- 
dens on their backs because there was 
no other mode of carriage. As the good 
emperor watched them staggering under 
their loads his heart bled because they 
were so tired and worn. So he deter- 
mined to dig a canal for them. By 
means of this canal a single boat could 
carry the loads of many coolies. 

Now while the canal was in process 
of building there was great prosperity. 
Many men found employment on the 
project, much money was put into cir- 
culation, everybody was spending and 
everybody was happy. But presently 
the canal was completed. Now a single 
canal boat carried as much produce as 
formerly was carried by hundreds of 
coolies. Many of these were thrown 
out of employment and there was want, 
privation, and much wailing in the city. 


Hearing this the good emperor decided 
he had made a mistake. He determined 
to fill up the canal with stones and 
earth and, for good measure, he filled 
up and destroyed all the other canals in 
the empire. “Now,” he said to him- 
self, “everybody will have employment 
and everybody will be happy.” 

But unfortunately it did not work out 
quite that way. For a time everybody 
had employment, it is true. But the 
costs of all products used by the work- 
ers were enormously increased because 
of the great increase in cost of trans- 
portation. Though the coolies worked 
long hours they received but very low 
wages and could get but a bare living 
therefrom. So there was hunger, desti- 
tution, and rebellion throughout the 
city. 

Unfortunately the legend ends there. 
We do not know whether the emperor 
ever found the solution to his problem. 
Probably not, for we seem to be strug- 
gling with it also. More than that, we 
seem to have discovered a lot of ways 
to end the depression and restore pros- 
perity that are just as fallacious as those 
discovered by the good emperor. Let 
me run over some of these very briefly. 


1. “Destroy the machines — they 
caused the depression” says one group. 
The machine breakers are not new. Ever 
since the beginning of the Industrial 
Revolution men have hated and feared 
the new machine that took away their 
jobs. So now many say, ‘Destroy the 
machines; then everybody will have a 
job and everybody will be happy. Let 
us do our road building with picks and 
shovels instead of these enormous grad- 
ers. .Let us use horses instead of trac- 
tors. In every way possible let us 
substitute human labor for mechanical 
labor, thus creating many more jobs.” 

Of course that is fallacious reasoning. 
Temporarily we might create additional 
jobs. But in the long run the great 
decrease in the productivity of labor 
which would result from the change 
would lower wages to a starvation level 
or raise the cost of the improvements to 
prohibitive heights. Moreover the idea 
is fallacious because it assumes that 
what men want is jobs. Men do not 
want jobs, they want a living. Certain 
types of work may be so pleasant and 
interesting that men would engage in 
them even though there were no in- 
comes attached. But most work—par- 
ticularly hard, grinding, physical toil— 
is not pleasant, not a good thing in it- 
self. Work is desirable because it pro- 
duces goods. As Professor Ely says, 
man is not simply “a producer of wealth, 
the one by whom the necessaries, the 
conveniences, and luxuries of life are 
created.” “The infinitely greater truth 
is that man is the one for whom they 
are all produced.” Rather than destroy 
the machines should we not look for- 
ward to the time when machines will 
do almost all our work—provided we 
can educate the worker to a right use 
of the leisure time which he will then 
obtain. 

2. “Cut down production—overpro- 
duction caused the depression,” says an- 
other group. And so we plough under 
every third row of cotton. We pay the 
wheat farmers a bounty to keep part of 
their acres untilled. Next, I suppose, 
we are going to allow manufacturers to 
similarly restrict output by agreements 
among themselves. This too is an un- 
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"The philosophy and the economics of the canal boat era 
are as outmoded now as that system of transportation. Pros- 
perity cannot be brought by the methods and policies of a 
century ago. A new philosophy and a new attitude are as 
essential as a new deal. May the credit men of the nation 


lead the way." 


sound procedure, as a permanent policy 
at least. Doubtless as an emergency 
measure it may be justified. And con- 
ceivably we might have actual overpro- 
duction in a few such products as wheat 
and cotton. But nobody has yet shown 
actual overproduction for the great ma- 
jority of products. If it be true that 
there are shoe factories in the United 
States with capacity sufficient to produce 
nine hundred million pairs of shoes 
while the normal demand is for less 
than three hundred million, that does 
not prove either actual or potential over- 
production. Most of us would be glad 
to buy several more pairs a year if we 
could afford it. Instead of cutting down 
output why not produce all we can so 
that every American citizen can have all 
he wants ? 

The same general objection holds 
against the program of cutting down 
the hours of labor. Doubtless in an 
emergency such as we are facing it is 
desirable to reduce hours in order to 
spread employment. Doubtless, also, 
there are some trades in which working 
conditions make even a forty hour week; 
undesirably long. Unless the employers 
generally adopt undesirable speeding-up 
tactics, reduced hours will mean reduced 
output and a lower national real income. 
Would it not be far better to retain the 
longer working day so that we can pro- 
duce enough to satisfy every reasonable 
want ? 

3. “The depression was due to ex- 
travagant expenditure—let us go back to 
simple living,” say some. This point is 
not made so often as it was three years 


ago, but it is still heard. And it is just . 


as fallacious reasoning as the others. 
Suppose we all looked at our old au- 
tomobiles, our last year’s suit of clothes, 
and our badly worn davenport, and said 
“They look pretty bad but they will 
have to do another year because we must 
save money this year.” If we all did 
that, what would become of the auto- 
mobile industry, the men’s clothing in- 


dustry, the furniture industry? Some 
economist may tell us to put savings in 
a bank which in turn will lend them to 
a representative business firm which will 
use them to purchase goods and services 
thus putting the money into circulation. 

“Just so the money gets into circula- 
tion, it doesn’t matter whether it is 
spent for consumer’s goods or produc- 
er’s goods,” they say. Perhaps so. But 
there do not appear to be many business 
firms rushing to make large investments 
in plant and machinery just now. Even 
if there were, what would we do with 
the old plants which would be forced 
into idleness by the construction of the 
new? 

4. “Force our money to circulate 
more freely and rapidly; make people 
spend,” says another group. There is, 
for example, the proposal that we 
should issue “colored money.” Each 
month we are to put out a new batch 
of a color different from that of pre- 
vious issues. And each month that an 
issue remains in circulation the govern- 


ment is to increase the discount at which 
it may circulate. Thus people will be 
forced to spend the money rather than 
to see its value melt away in their hands. 
One can only wonder how the retailer 
could set a price on his goods without 
first seeing what kind of money the cus- 
tomer was Offering. Back in colonial 
days when they were many issues of 
paper money of varying value in circu- 
lation, the storekeeper was accustomed 
to say to prospective customers “Let's 
see the color of your money.” The same 
thing would happen under this proposed 
plan. Nothing would more quickly 
paralyze retail trade than such a scheme. 

5. “Drive out the Jews—they caused 
the depression,” says another group. Just 
as in Germany where they accuse the 
Jews of losing the war for them—and 
with just as much cause. 

6. “Repeal the Eighteenth Amend- 
ment and bring back prosperity,’ says 
still another group. Perhaps we should 
repeal the amendment—we seem to be 
doing it, anyway. But repeal of pro- 
hibition will not restore prosperity any 
more than the ratification of the amend- 
ment brought the prosperity of the 
Coolidge era. Nor should we bring 
back liquor for the sake of the tax rev- 
enue to be obtained from the legalized 
trafic. This merely provides another 
excuse for shifting taxation from the 
backs of the well-to-do to those of the 

































































































































































































































































































































































masses who are the least able to bear it. 

7. “Build a Chinese Wall around the 
United States and shut out all foreign 
imports,” says another group. “Well, not 
all, perhaps, but all goods we cannot 
produce ourselves. Let us then cut down 
production of all commodities to just 
enough to satisfy our own needs at 
prices which will bring prosperity to the 
producer.” 

It can be done. The United States 
can perhaps be more nearly self-sufficing 
than any other nation. There are only 
a very few products which we do not 
produce to any extent at home; tin, silk, 
coffee, tea, tropical fruits, just about 
make up the list. 

It would solve the problem of the 
wheat farmer and the cotton grower. 
If we can compel the necessary acreage 
reduction for these crops and raise the 
tariff to prohibitive heights, we can 
raise the price to any desired height. 
But there are serious difficulties in this 
plan. In the first place how will you 
decide what products can not be pro- 
duced in the United States? If you will 
make the tariff high enough and give 
me a large enough subsidy I will under- 
take to grow bananas in Minnesota. It 
can be done—in hot houses, of course. 
The result will be a poor product at a 
price so high that the masses of the 
people will not be able to buy. From 
which we conclude that this policy must 
result in a lowered standard of living 
for our people because we must produce 
so many products in the making of 
which we are relatively inefficient. 

A review of popular cures for the de- 
pression thus leaves me somewhat skep- 
tical. Yet the depression is coming to 
an end. If we are not yet out of it we 
can at least catch our breaths, look back 
and consider what next to do. 

Looking back we are most of us 
pretty well convinced by now that a 
fundamental cause of our difficulties has 
been an outworn economic philosophy: 
the philosophy of unrestrained individ- 
ualism. ‘Not all have yet come to see 
that. Some of our leading men, both 
in business and politics, spend much 
time criticizing current proposals of 
“book - learned political economists” 
which are leading, as they see it, to 
financial ruin. From their point of view 
these economists are impractical theor- 
ists. What we need is practical pro- 
posals from practical men—men without 
theories but only hard practical experi- 
‘ence to go by. But that, too, is fallaci- 
ous thinking. Every man who thinks 
on any subject must have some theories 
to ‘base his thought on. These men, 
though they do not realize it, have an 
economic theory of their own. It is the 
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theory of laissez-faire—of unrestrained 
individual freedom. 

This theory was first developed in the 
era of the canal-boat, by another college 
professor—Adam Smith. In those days 
when manufacturing by power machin- 
ery was in its infancy he published a 
great book entitled “An Inquiry into the 
Nature and Causes of the Wealth of 
Nations.” Adam Smith saw manufac- 
tures and commerce—both internal and 
external—strangled by codes of sense- 
less and tyrannical restrictions which 
had accumulated over hundreds of years 
and were quite out of harmony with the 
economic conditions of the time. So he 
began a fight against this restrictive 
policy. Free competition should be the 
rule and guide of all industry. Let each 
man seek his own self-interest in busi- 





“Unrestrained individualism in 
business can no longer be per- 
mitted—it is too dangerous 
and too wasteful. Yet we are 

not willing to give up the free 

private initiative under which 
we have made such tremen- 
dous economic progress. Pri- 
vate initiative is to be pre- 

served, but restrained by a 

system of control imposed by 

trade associations." 





ness. If he does that he will, as though 
guided by an invisible hand, also do 
what is best for society as a whole. Free 
competition will force every producer to 
give the consumer. the best possible 
product at the lowest possible price. 

This theory, popularized by Adam 
Smith, became in the next generation 
the foundation of the economic think- 
ing of all business men and statesmen. 
The old restrictions were abolished. In- 
ternal free trade became the rule, and 
wonderful progress was the result. But 
the new system carried within it the 
seeds of disaster. 

“The machine developed vast power 
but, it lacked brakes.’” Free competition 
may easily become cut-throat competi- 
tion. The consumer was often too ig- 


morant or too lazy to insist that the 
producer give him the best possible 
product at the lowest possible price. 
The worker often was too ignorant or 
too weak economically to compel the 
producer to give him the best wages and 
working conditions the market could 
afford. Free competition proved to be 
an unsatisfactory regulation as to what 
and how much should be produced. In 
many fields monopoly rather than com- 
petition came to be the normal thing. 
So gradually we have gone back to a 
policy of government regulation. 

This new policy of regulation seems 
to have passed through three stages. In 
the first stage, typified by the Sherman 
Anti-Trust Law and the Inter-State 
Commerce Law, the government at- 
tempted only to prevent monopoly and 
to force competition. It still believed 
that free competition was the best regu- 
lator if only business men would con- 
tinue to compete. After a time we be- 
gan to see that in many fields of industry 
competition was extremely wasteful and 
inefficient. So we made an exception 
of the public utilities. These were to 
be allowed to establish monopolies but 
under strict state supervision of rates 
and service. This was the second stage. 

The third stage as it seems to me, 
is represented by the National Recovery 
Act. It is veritably ‘‘a New Deal.’’ One 
might call it a noble experiment if that 
were not likely to be interpreted as 
damning it with faint praise. Unre- 
strained individualism in business can 
no longer be permitted—it is too dan- 
gerous and too wasteful. Yet we are 
not willing to give up the free private 
initiative under which we have made 
such tremendous economic progress. So 
we adopt what we can only hope will 
prove to be a golden mean between un- 
restrained competition on the one hand 
and complete state socialism on the 
other. Private initiative is to be pre- 
served but restrained by a system of 
control imposed by trade associations. 
Each industry and each group of busi- 
ness men is to govern itself subject to 
the coordinating supervision of the na- 
tional government. 

An experiment, of course. But what 
else can we do with conditions as they 
are! Will it work? Nobody knows. 
The best possible plan may fail because 
the incompetent or skeptical or disloyal 
are given the job of putting it into 
operation. So far as one can see now, 
that is the biggest danger to the N.R.A. 
program. That program can be made 
to work if only there are enough busi- 
ness leaders in this country who will put 
everything they have in brains, courage 
and energy behind (Cont. on p. 42) 
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Editor’s Note: In an article appearing in 
the December ’32 issue of CREDIT AND Fin- 
ANCIAL MANAGEMENT, Mr. Lane ran a chart 
showing that the brains of an average firm 
yields 80% of the profits of the organization. 
With this in mind, he writes: 


Business life insurance should be 
cles Brain Insurance for the idea 
wy behind it is to either replace or buy 
out the interest of the brains of the 
business when death occurs. It is often 
said that Business Insurance is, in reality, 
Family Insurance in view of the fact 
that it leaves the heirs of the deceased, 
the entire value of the business interest. 
Looking at it from another angle, a man 
is in business to provide the necessities 
of life for his family—this he does with 
his brainpower. When he purchases 
Business (or Brain) Life Insurance, he 
guarantees that the business will con- 
tinue to provide these necessities for his 
family after he is unable to do it himself. 
In other words, Business Life Insurance 
is no different than the every-day run of 
life insurance you purchase, and if you 
need this protection for your family, you 
most certainly need it for your business, 
to be passed on to your family. 

However, just because it is so closely 
allied to personal protection is the very 
reason why it should be kept entirely 
apart from the personal insurance, in 
order that there may be no mixup when 
death occurs, and in order that it will 
do that which it is intended for. 

As recently as eleven years ago when 
I entered into this business of selling life 
insurance, my manager said to me, 
“Everyone you meet is a prospect for in- 
surance.” I soon found out that this was 
not quite true, and that he would have 
come nearer to the truth had he said, 
“Everyone you meet IN BUSINESS is a 
prospect for BUSINESS Life Insurance.” 
My reason for saying this is that all 
fields of business have the same prob- 
lems, namely : 

1. To keep the business intact so that 

it may be passed on to an heir. 

2. To sell out the deceased’s interest 
and keep the business intact for 
the survivor. 

3. To buy out the majority stock- 
holder’s interest and keep the busi- 
ness intact for the minority inter- 
ests. 

You will undoubtedly see one im- 
portant factor in the above three items 

. . . the all-important idea is TO KEEP 
THE BUSINESS INTACT! After all, this 


Is your brain insured? 


by FRANK L. LANE 


Representative, The Connecti- 
cut Mutual Life Insurance Com- 
pany. 
applies to all three types of business, 
whether it be sole proprietorship, part- 
nership, or corporation—closed or open. 
Let us take these three types of organiza- 
tion and see if we can work them out to 
prove the need for life insurance for 
business purposes. Cost does not enter 
into this discussion for whether you buy 
participating or non-participating in- 
surance, ordinary life or endowment 
protection, your return, per dollar ‘in- 
vested, will be approximately the same. 
Ah, you say, cost does enter into this for 
we cannot afford to buy the protection, 
even on a plan of term insurance. I 
agree with you that you cannot afford 
term insurance, for it is the most ex- 
pensive form of protection, in the long 






What is your brain 
worth in dollars and 
cents? 


run, in spite of its attractiveness in the 
form of low premium—BUT IF YOU 
HAVE THE NEED, YOU CANNOT AFFORD 
TO BE WITHOUT THE PROTECTION. I 
think, if you read the following examples 
of what business insurance is and does, 
you will be inclined to agree. 


Case A: 

Brown is a manufacturer of ladies 
sweaters. He contracts for the manu- 
facturing of the line which he designs 
himself, and he sells to the trade; having 
been a salesman for another firm, he now 
has his own and large following. Mrs. 
Brown has helped out in the designing, 
and has a very slight idea of the manu- 
facturing process in addition to knowing 
a very few of the buyers, her duties hav- 
ing been household and mother work. 
Brown needs business life insurance for 
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two reasons—the first to build his credit 
at the bank and with trade, in addition 
to acting as contingent collateral should 
he want to borrow at the bank. His 
second, and most important need for 
protection is to keep his business in such 
a condition that Mrs. Brown can step 
in, or have someone come in for her and 
keep the business intact either to be car- 
ried on or to be sold when a buyer can 
be found to purchase at a good and 
justified price. In this instance, if the 
man dies without business insurance, his 
fixtures, no matter how beautiful and 
costly they may have been, will bring 
in the neighborhood of $250. and his 
stock will, in all probability, be liqui- 


. dated at a tremendous loss due to forced 


sale. This goes for the storekeeper, the 
local merchant and practically all types 
of sole proprietorship, and I feel is a 
very important point for you analysts of 
credit risks. 


CasE B: 

Brown and Brown are brothers and 
they have been in business together for 
twelve years. Although they are both 
married and their wives are friendly, 
they travel in different circles. If either 
one dies without the aid of business in- 
surance, the other will undoubtedly have 
to take his sister-in-law into partnership, 
NOT necessarily actively engaged in the 
business. She may be the partner doing 
nothing but drawing one half of the 
profits! With business insurance, the 
survivor could buy out his partner’s in- 
terest and have ALL of the profits for 
himself. If it is undesirable for these 
men to go into partnership with a sis- 
ter-in-law, is it any more desirable for 
YOU, Mr. Reader, to go into the same 
type agreement with your partner’s wife? 


Case C: 

The same is true of a corporation 
whether it be big or small. The heirs 
of the majority stockholders may. ruin 
the business through their voting pow- 
ers, causing mismanagement and pre- 
venting expansion or progressive moves, 
through . “grudge fights” or stupidity. 
With business insurance, the minority 
stockholders can arrange to buy out the 
descendant’s interest and run the busi- 
ness for themselves. 

I do not want to reiterate the ma- 
terial covered in (Continued on page 39) 


NOVEMBER, 1933 
13 





What constitutes 


@ “The fallacious idea that an industry 
code can be formulated, which makes 
it illegal for a business to sell its 
product at less than its over-all 
cost, should be definitely dismissed.” 


by ARTHUR ANDERSEN, 
Certified Public Accountant, 
Chicago, Ill. 


scientists of the world were baffled | 


 , of years ago the best 
» 


by a problem which seemed to re- 

sist their most profound reasoning. 
Here is the problem as they stated it: 
A tub of water is placed on a scale and 
balanced to a nicety; then a live fish 
weighing one pound is placed in the 
water and oddly enough, the total shows 
no increase in weight. The question is, 
why and how could the weight of the 
fish thus disappear? Apparently the 
scientists accepted this as a true state- 
ment and pondered heavily on why it 
should be so, and it was a long time 
before some very literal fellow thought 
to check up on the original premise, and 
found, of course, that the weight of the 
fish did not disappear. 

To us, in this day, it seems incredible 
that a fallacy of that sort could have 
been so widely spread, could have been 
so blindly accepted, and could have 
persisted for any length of time. We 
pride ourselves on being literal and 
scientific. 

Nevertheless it is still a trait of human 
nature to accept some statement or idea 
as being true and necessary merely be- 
cause it has been stated. I have the 
feeling that something of this sort ac- 
counts for the popularity of the phrase 
—'‘not to sell below cost’’ as it appears 
in the majority of the industrial codes 
formulated under the National Indus- 
trial Recovery Act. In most of these 
codes, the term “‘cost” is indicated or 
assumed to be the total or over-all cost 
’ to make, sell and deliver the individual 
products to a customer. It almost seems 
that industry has the idea that selling 
prices can be standardized and regulated 
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according to the over-all costs of indi- 
vidual products, in individual businesses. 

Actually this is not feasible under a 
capitalistic system, where some elements 
of competition and of reward for indi- 
vidual initiative and ingenuity must be 
retained ; nor is it possible to accurately 
determine the over-all cost of a product. 
In writing into its codes many of the 
provisions relative to not selling below 
cost, I believe industry is for the most 
part making use of a currently popular 
phrase, with small conception of the 
principles or the problems involved. 

The term “cost” unless carefully de- 
fined is ambiguous to an extreme de- 
gree. Economists in general use the 
terms cost and cost of production in a 
different sense from the accountant. To 
an accountant cost generally means the 
cost to manufacture, and does not in- 
clude the additional expenses incident 
to distribution of the product, general 
administration of the business or items 
relative to the financing of operations. 
As used in most codes, therefore, costs 
—these over-all costs—are something 
entirely different, in fact something al- 
most new when related to individual 
items of production; for in the past 
there have been relatively few instances 
where the allocation of the general ex- 
penses of a business to the individual 
items made and sold could be made to 
reflect the true situation. The distinc- 
tion between over-all cost and the better 
known unit production cost should be 
clearly recognized. 

The determination of unit over-all 
costs represents in general a field of cost 
accounting as yet undeveloped, and one 
in which accuracy of results would be 
an unreasonable expectation. In fact 
such cost must necessarily be mere ap- 
proximations, subject to question from 
many angles. 


For example, every business man . 


knows that some products require only 
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a minimum of selling effort, either be- 
cause of low price, or because of long 
established public acceptance. Other 
products are constantly pushed by inten- 
sive advertising. Some perhaps are 
highly competitive and some are unique 
because of design or patent-protected 
construction. What sound bases then 
can possibly be set for the allocation of 
selling and advertising expense to all 
products, when the only common factor 
is their dollar cost or dollar sales value? 
Or what can be done in allocating an in- 
tensive advertising campaign over sales 
for the next several years? Should “in- 
stitutional advertising” be spread equally 
over all sales, thus loading a standard 
low-price line as heavily as a “‘specialty”’ 
high profit margin line? Similarly 
there will be problems in the allocation 
of administrative and financial expense 
to products. Should there be an alloca- 
tion to standard lines of the engineering 
and development work on new prod- 
ucts? The answer perhaps is “no,” but 
what if this work is all eventually 
scrapped and the new items are never 
put in production? 

It is evident that if the prohibition 
against “selling below cost’ is to be 
used in industry codes, it must first be 
carefully defined as to whether it means 
“cost to manufacture” in the accounting 
sense, or “over-all cost” in the economic 
sense. If it means the latter, then, in 
my opinion, industry is writing into its 
codes a mandate which is impractical of 
application and is contrary to all of our 
present concepts of business. 


The misconception concerning the 
meaning of the phrase “not to sell be- 
low cost” appears to be based on two 
things—first, a lack of knowledge as to 
what constitutes cost and cost finding, 
and second, the feeling that therein lies 
a possible utopia which will permit of 
a price regulation which will perhaps 
enable all businesses to operate at a 
profit. There is a failure to grasp the 
fact that the origination of the phrase 
was purely an attempt to guard against 
vicious price cutting practices, and to 
promote among all businesses a better 
operating control through the use of cost 
analysis. If it is used at all in a code, 
it should be clearly understood as mean- 
ing production cost—that is, cost which 
includes only the elements of material, 
labor and proper allocations of manu- 
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facturing overhead. An attempt to 
make it include all of the costs of doing 
business would have the effect of mak- 
ing it illegal for a business to operate 
at a loss. One has only to look back 
over the past few years to realize that a 
prohibition against selling any product 
at less than the approximately calcu- 
lated over-all cost would be an absurdity. 
It is impossible to positively wed selling 
prices to total cost. Every business man 
knows that there are times when the life 
of the company depends upon going 
ahead in spite of a temporary loss. If 
prices should be set according to total 
cost, even if such costs could be deter- 
mined, they might at times be so high 
as to prevent sales. They might be far 
out of line with competition in the in- 
dustry and out of line with competition 
from substitute products. 


While it is true that we are changing 
some of our conceptions of business 
practice, and especially of competitive 
practices, I do not think it safe to as- 
sume that we have achieved perpetual 
prosperity, and thus will never again 
need to undergo a period of selling at a 
loss. Even under normal conditions 
most businesses make some sales at a 
loss, as when heavy selling and adver- 
tising expense is necessary in the intro- 
duction of a new product; or when some 
work is taken on a “burden absorbing 
basis” in order to improve the status of 
operations as a whole; or when some 
products are handled at a loss in order 
to complete a ‘customers’ line” of prod- 
ucts; or when certain “‘loss leaders’’ are 
offered. This last condition is already 
the subject of some violent argument 
under the new codes. 


Perhaps some of these conditions, 
under certain circumstances, are those 
which are considered “unfair trade prac- 
tices” and. are supposed to be eliminated 
by the code provisions. But I do not 
believe they can all be broadly ruled 
out. The real questions, however, con- 
cern the calculation of cost which may 
be used as a standard in testing selling 
prices and the colossal job of “policing” 
under such a code provision. For ex- 
ample, are the “‘costs” which are sup- 
posed to regulate selling prices those 
which may be calculated from the op- 
erations of the preceding year, or from 
the preceding six months, or must they 
be currently calculated costs which may 
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a“In writing into its code provi- 


sions relative to not selling below 
cost, industry is making use of a 
popular phrase, with small con- 
ception of the principles involved.” 


be constantly changing? Another con- 
sideration is whether the selling prices 
of every business should be checked 
against its costs, or whether the com-’ 
parison should be made only in the 
event of accusation. 

To anyone who has seen the time 
and effort involved in investigation of 
an unfair trade practice case under the 
Federal Trade Commission, involving 
the matter of costs, any serious thought 
of a broad application to all industry of 
a rule that no sales shall be made be- 
low cost seems almost an incredibility. 

The fallacious idea that an industry 
code can be formulated which makes it 
illegal for a business to sell any product 
at less than its over-all cost should be 
definitely dismissed. Instead, industry 
will do well to adhere to the idea that 
code provisions may be included which 
are designed to prevent vicious price 
cutting and to promote the establish- 
ment of uniform industry accounting 
and uniform methods of calculating pro- 
duction cost. If this is done, then the 
N. R. A. codes will be the means of ac- 
complishing a great forward stride in in- 
dustry practice and control. 

The point to guard against is the as- 
sumption that this is an easy matter and 
that only a short time will be required 
for its attainment. The facts are that 
relatively little has been accomplished 
in the development of uniform industry 
accounting; that every business is in 
some respects different from every other ; 
that the systems used must fit the busi- 
ness rather than that business should be 
forced to fit a system, and that patience, 
time and technical skill and experience 
of a high degree are necessary in work- 
ing out the problem for a given indus- 
try. It is difficult enough to develop 
and install a dependable cost system for 
one business alone, and the requirements 
in time and technique are vastly multi- 
plied by attempting to apply uniformity. 
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of procedure to scores or hundreds of 
businesses in the same industry. 
In-view of the vagueness which seems 
to prevail concerning the interpretation 
of costs and the purposes served by uni- 
form industry accounting and cost find- 
ing systems; and especially in view of 
the fact that many business men seem 
to feel that the formulation and installa- 
tion of uniform methods for an industry 
is an easy and quickly accomplished 
procedure, it seems advisable here to go 
into some detail in this matter. What 
are costs, how may they be determined, 
what do they include, and what are 
some of the difficulties encountered in 
the installation of a cost finding system? 
Manufacturing costs may basically be 
split into two main classifications; first, 
those units of cost which are determined 
in a statistical manner, or as sample 
costs by specific observation, or by 
means of subsidiary records not con- 
trolled in any way by the books of ac- 
count. These are often in the nature of 
estimates, may be built up in different 
ways, depend on broad allocations of ex- 
pense and may sometimes be fairly ac- 
curate. They are usually determined at 
intervals rather than currently, and in- 
volve average rather than specific condi- 
tions. They are useful in many ways, 
are usually far less expensive to secure 
than true costs, and depend upon the 
particular conditions and upon the per- 
sonal knowledge in a given plant. They 
are rarely checkable and could seldom 
be generally applied to -different plants 
with any uniformity of result. The 
second classification is costs determined 
as the result of a currently effective 
system of cost finding, controlled by the 
books of account and including all 
items of manufacturing expenditure, dis- 
tributed to products on some satisfactory 
and uniform basis. This latter classi- 
fication is the only one which will be 
considered here. (Cont. on next page) 
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The components of cost are as fol- 
lows: direct labor plus direct material 
equals prime cost; prime cost plus manu- 
facturing overhead equals cost of pro- 
duction; cost of production plus selling 
and delivery expense (including adver- 
tising and promotion), plus administra- 
tive expense, plus financial expense, 
equals operating cost; operating cost 
plus operating profit or minus operating 
loss, equals selling price. (This of 
course ignores non-operating adjust- 
ments.) In sound accounting practice 
“cost” is taken to mean the “cost of 
production” as herein defined, and no 
other interpretation is advisable in a 
code which specifies the development of 
a system for uniform cost finding in an 
industry, or prohibits selling below cost. 

Even the problem of determining this 
production cost is far from simple. In 
the first place, there are usually several 
products or at least several sizes, types 
and finishes of the same general product. 
There must be careful control over the 
distribution of all charges to operations 
and products, and the type of production 
should determine the type of cost system 
used. The first apparently simple stage 
of charging direct material to the prod- 
uct may involve the following points: 


Physical control over inventory, to insure 
that material is accounted for; a system for 
handling incoming invoices, checking against 
purchase orders, checking against received 
material; insuring movement of material to 
stock rooms, or accounting for it by move 
orders if carried directly to the shop floor; 
entering cost of material and units of ma- 
terial in stock ledgers; insuring charges to 
orders or products through use of requisi- 
tions; costing materials against orders or 
products at some average, last, or written 
down figure; controlling stock ledgers to the 
books of account; determining the method 
of charging incoming freight; accounting for 
rejected and spoiled material, for re-used 
material, for excess material, for substitution 
of material; insuring the classification of ma- 
terial usage as between production and repair 
or maintenance; accounting for obsolescence; 
controlling the substitution of materials, 
parts, or sub-assemblies by various orders; 
controlling against errors, pilferage, or 
shrinkage; etc. 


The charging of direct labor to orders 
may involve almost as many points of 
control, and may be even more difficult 
in application, due to the human ele- 
ment. Where men write their own time 
tickets, the charges are inevitably ap- 
proximations. Where jobs are pre- 
planned and time is clock-recorded, the 
result will be more accurate, but requires 
careful supervision. 

But the elements of material and labor 
cost may always be more accurately de- 
termined and distributed than may that 
of manufacturing overhead. In the first 
place, there are basic questions of 
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what constitutes the items of overhead. 
Should depreciation be charged on a 
straight-line basis, or on the basis of 
machine hours, or on some other index 
of production activity? Moreover what 
are proper depreciation rates—or more 
basically, should plant and equipment 
values be written down to a replace- 
ment level, or if plant and equipment 
have already been over-depreciated, 


Next Month 


Mr. Andersen. continues his dis- 
section of below-cost selling 
next with the inceptions of the 
idea, present NRA provisions, 
impracticability of some inter- 
pretations, and practical rela- 


tionships of price and cost. 


should the values be adjusted upward? 
There is the matter of controlled’ records 
on repair, maintenance and replacement, 
and the co-ordination of these policies 
with the policies on depreciation. 

Assuming that all such questions are 
satisfactorily answered, then comes the 
question of allocation to products. 
Should overhead be distributed on the 
basis of labor dollars or labor hours; 
or is it more equitable to distribute it 
through machine or process centers? 
May it be applied on some over-all basis 
or should it be carefully departmental- 
ized and then redistributed? Should 
there be some differentiation between 
fixed overhead and variable overhead 
items, with different methods of alloca- 
tion? 

The procedures which may be fol- 
lowed in regard to many of these de- 
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tails will be influenced by the type 
of cost system which is determined 
to be applicable to a given situation. 
Thus there are “Production Order Cost 
Systems,”” “Operation Cost Systems,” 
“Process Cost Systems,” “Standard Costs 
Systems,” and numerous others more 
specialized or less well defined. There 
are peculiar “allocated” cost systems 
usable in certain industries, and there 
are combinations of two or more of the 
above systems necessary to meet certain 
circumstances. All of these have been 
studied, worked upon and applied at 
some place or some time, and each re- 
quires a specialized knowledge of its 
particular application if its installation 
and use is to be successful. The type 
which should be used is dependent upon 
the particular product and method of 
processing of the given business, and 
perhaps upon the necessity for making 


the best use of existent records and cus- 


toms in the business. Among the plants 
in a given industry it might not be un- 
usual to find several different types of 
cost systems already in use. 

Few businesses or industries seem to 
realize that a system of uniform ac- 
counting is an essential prerequisite to 
a system of uniform cost finding. Un- 
less the charts of accounts are in all 
essentials identical, with the make-up 
of each account well defined, the costs 
of each plant will be dissimilar. Even 
then, the matter of distribution to ac- 
counts requires judgment and it is not 
infrequent to find, in the same office, 
that two people will charge the same 
item to two different accounts. More- 
over, the detailed application of the 
same basic cost system to each plant must 
be accompanied by modifications and 
approximations. If one plant in an in- 
dustry makes only one product, its cost 
problem may be relatively simple. But 
if it makes several products, there will 
occur the problems of allocation of ex- 
pense, which will be hard enough in the 
manufacturing end, but which would of 
course be almost fantastic in the sell- 
ing, advertising, financial and executive 
phases. Uniform cost finding by indus- 
tries is still further complicated by the 
fact that one given business may find 
itself with products or processes which 
lead to its inclusion under ten or fif- 
teen different codes. If each code pre- 
scribes a different method of costing, 
what will that company do? 

This may sound too technical and 
too involved to have a direct bearing 
on the subject, but serves to give some 
idea of what I mean when I say that in- 
dustry is being very optimistic in so 
generally prescribing the adoption of 
uniform systems of cost finding. 









by D. C. CAMPBELL, Manager, 
Credit Department, Fidelity-Phe- 
nix Fire Insurance Co., Chicago, 
lll, and Chairman, Insurance 


Group at Milwaukee Convention, 
N.A.C.M., June, 1933. 


“What doth it profit a man to sell 

the whole world and fail to col- 

ly lect?” is the slogan of the Chicago 

Association of Credit Men. Against 

those three words “fail to collect’’ are 

generally arrayed: the written and 

mailed financial statement, mercantile 

agency reports, attorney and bank re- 

ports, credit interchange reports, and 
personal inquiries. 

One important factor in the checking 
of large and substantial accounts is fre- 
quently overlooked. When an account 
is opened it generally starts in a mod- 
erate amount, compared to which the 
financial condition is fully sufficient. As 
the account grows, the finances of the 
debtor firm are closely watched. The 
assets are there but what guarantee have 
we that they will remain in existence? 
This brings into question the protection 
against disaster maintained by the debtor 
concern. 

This momentous question can be 
answered by the use of the Insurance 
Statement which has been adopted and 
recommended by the National Associa- 
tion of Credit Men. 

If it were possible to print here sta- 
tistics showing the number of business 
houses that were eventually crippled and 
put out of business or into bankruptcy, 
the composition settlements made, the 
total loss to creditors in the period of 
one year from the disasters that can be 
insured against—the figures would be 
astounding ! 

The credit man can well afford to 
analyze the insurance protection of his 
large accounts. Suitable insurance pro- 
tection, determined by the nature of the 
debtor's business, is a necessary protec- 
tion to the creditor. It not only guar- 
antees that the creditor will receive his 
receivables, but guarantees that the 
debtor can stay in business. Some whole- 
sale merchandisers who are the main 
supply sources for heavy accounts even 
go so far as to have the insurance poli- 
cies of the debtors in their possession. 
Re-discounted paper with the Federal 
Reserve Banks requires the insurance 
policy to accompany the bills of lading, 


Insurance guards credits 


(Form adopted and recommended by National Association of Credit Men) 


‘This statement is submitted to you to supplement our Financial and Property Statement im order that you may accurately 
judge my (our) insurance coverages for the purpose of extending credit accommodation. 


. Ifa partnership, do you carry Business Life Insurance? _________. How much? 
Does this insurarice also provide accident protection? 


. Is the treasurer bonded, and for how much?. 


. Do you carry Fidelity Bonds or Dishonesty Insurance?. , 
en 
. If automobiles are used in your business, are they covered by Liability Inéurance?. 


. If a store, is General Liability Insurance carried?. 


. Are the elevators insured for Public Liability?. 


. What are the values of the property, and how much Fire Insurance is carried? 
ee 
What coinsurance is on the Fire Insurance policies? 


. Is Business Interruption Insurance carried?. 


. If chere is a lease, is the leasehold interest insured?. 


Is the rental income insured for loss by fire?. 


he Bia Deeg cep cece, URS UNI ccecrrerctntecenicienoirsmnemiingicios 
If building is sprinklered, and stock susceptible to water damage, is Sprinkler Leakage Insurance carried? 


. If off beater or gas on premises, is Explosion Insurance carried? 
Are goods in transit insured? 
. Are you protected by Check Alteration and Forgery Insurance? 
To Wamaainnyy enn BURG Dp Merman cert gcse cetaceans 
. ‘When were your various insurance policies last examined or gone over by an insurance expert?___. 


. What other insurance do you carry?. 


—————————————— 
‘The foregoing statement has been carefully read by the tindersigned (both the printed and written matter), and is in all 

respects complete, accurate and truthful. It discloses to you the true state of my (our) insurance coverages on the 

day of 19. Since that time there has been no material unfavorable change in my (our) insurance coverages; and if any 

euch change takes place I (we) will give you notice. Until such notice is given, you are to regard this as a continuing statement. 


(Name of Firm or Corporation) 


‘SOhd 9.30 





Form approved and distributed by the N.A.C.M. 


warehouse receipts, etc. Lack of ade- 
quate coverage is today one of the 
largest open doors to loss. 

The first item on the insurance state- 
ment is business life insurance. This 
coverage is particularly necessary to a 
partnership. If one active partner dies, 
many factors disturbing to the business 
can arise in the settlement of his estate. 
Under such circumstances a substantial 
cash benefit payable to the business will 
be a salvation. 

In this connection the accident fea- 
ture is worthy of comment. If an ac- 
tive partner is disabled over a period of 
time by an accident, the employment of 
someone to replace him during the time 
of disablement does not affect the op- 
erating expense of the business if the 
life insurance coverage carries and pays 
accident benefits. 

The second and third items of the in- 
surance statement are obvious. From 
occurrences in the last two years, the 
necessity of fidelity protection is mani- 
fest. 

The fourth question on the statement 
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is a very important one. Judgments for 
automobile injuries are growing larger 
as time goes on. It is fairly common 
to see juries return assessments in dam- 
ages between $30,000 and $85,000 for 
personal injuries. In this connection it 
is well to see that employees who use 
their cars on occasion for business pur- 
poses are properly covered by liability 
insurance, as they have often been held 
to be agents of their employer, and as 
such the employer is either sued as 
principal, or joined in the suit against 
the employee. 

Provisions five and six on the in- 
surance statement relating to general 
liability and elevator liability have in- 
creased in importance, not particularly 
due to any increase in the number of 
accidents occurring on merchants’ prem- 
ises but the depression seems to have 
convinced many persons who have suf- 
fered a decreased income that an injury 
claim is a good substitute therefor. 

Question number seven covers the 
fire insurance protection not only from 
the standpoint of | (Cont. on page 42) 
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Latin-American credit conditions 


by W. S. SWINGLE, 
Director, Foreign Dept., 
N. A. C. M. 


At the close of the third quarter of 

this year the survey of Credit and 

ly Collection Conditions in twenty-one 

Latin American markets indicates 

that there has been comparatively little 

change from the previous quarter in re- 

gard to credit conditions, but there has 

been a slowing up in collections in a 
number of points. 

This 20th quarterly survey, which 
completes the fifth successive year of 
analyzing at the end of each quarter the 
credit and collection conditions’ in Latin 
America, is compiled from the opinions 
of members of the Foreign Credit Inter- 
change Bureau of the National Associa- 
tion of Credit Men who are selling in 
these markets, and the opinions of these 
exporters on credit conditions as re- 
ported and experienced by them, as well 
as their experiences on collections are 
the basis for the survey. 

The progress in credit conditions in- 
dicated during the first and second quar- 
ters of this year has been maintained in 
most of the markets under review, but 
the forward movement as indicated par- 
ticularly from the survey at the close of 
the second quarter has not been propor- 


Credit conditions in twenty-one 
Latin-American countries scaled on 
the basis of the credit condition in- 
dex figures which express mathe- 
matically the combined opinions of 
individual reports on each country. 
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tionately maintained. Credit conditions 
in most of the markets show a slight 
gain or at least hold the gains made 
since the first of the year. Although 
credit conditions in one or two countries 
indicate a considerable improvement, the 
changes are generally less marked than 
usual in comparison with the previous 
survey. This would indicate not only 
a stabilization of conditions based on 
higher commodity prices, but also a 
tendency to mark time awaiting further 
developments in trade and economic 
conditions in these markets. 

From the first of the year to the end 
of the second quarter a generally favor- 
able trend was indicated. Had this been 
continued during the third quarter con- 
ditions in a number of markets would 
have reached a fairly favorable position. 
The graphical chart below will show 
through the credit index figures the rela- 
tive positions of each of the countries 
under survey in the last five quarterly 
surveys running from September, 1932, 
to date. Of the twenty-one markets 
covered, thirteen show a gain in the in- 
dex figure, and in eight a decline is indi- 
cated. The credit index figures for 
Puerto Rico, Mexico and Venezuela, as 
the graphical chart indicates, are classi- 
fied as Fairly Good. Of these countries 
Mexico has continued the improvement 
indicated all during the year. The in- 
dex for Puerto Rico has declined suffi- 
ciently to reverse practically all of the 
gain made in the previous survey. At 
the present time none of the countries 
have a sufficiently high credit index fig- 
ure to place them in the general classi- 
fication of Good. 

The exchange situation still continues 
to present the greatest difficulty to nor- 
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mal trade relations. This is an evidence 
of unsettled conditions and unbalanced 
trade rather than a basic cause of such a 
situation. The internal conditions in 
many countries have improved but the 
import and export trade balances both 
of visible and invisible factors, present 
a situation which continues to be re- 
flected in exchange control, lack of for- 
eign currency balances, and exchange 
transfer. Some improvement has been 
brought about in regard to exchange in 
some of these countries, notably Brazil, 
where arrangements made for the freez- 
ing of larger balances permits the bring- 
ing out of relatively smaller sums under 
an arrangement worked out with the 
Brazilian government, and the Commit- 
tee representing American foreign trade 
interests. 

Most recently the situation in the 
Argentine has become increasingly dif- 
ficult. Not only is this reflected in a 
decline in the credit index, but particu- 
larly in the collection index. The result 
of the British-Argentine trade arrange- 
ment is beginning to become more ap- 
parent, and to cause greater difficulty for 
the settlement of dollar shipments into 
the Argentine. With a large percentage 
of available exchange set aside to be ap- 
plied under the British agreement, and 
with a policy of allocating dollars in pro- 
portion to the shipments from Argentina 
to the United States, an increasing diffh- 
culty in obtaining dollar exchange can 
be anticipated. The recent action of the 
Argentina Minister of Finance in defi- 
nitely blocking old balances created prior 
to May 1st of this year, throws an addi- 
tional burden on those who are working 
toward a solution of this problem. 

This whole situation emphasizes the 
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necessity of prompt and long range 
planning in our trade relations with 
Latin America. Whether exchange ne- 
gotiations will come ahead of «trade 
agreements, or as a result of these agree- 
ments, is a moot question, but these 
work hand in hand and together stress 
the importance of prompt action on the 
part of both business and government, 
toward definitely working out a solu- 
tion of the many problems which hinder 
the best mutual trade relations. 

It also brings attention to the results 
which might obtain if trade relations 
were to be worked out with all Latin 
American countries on a direct basis 
where exchange transfers and payments 
would be definitely limited and con- 
trolled by the balances created from 
trade between any two countries, leaving 
aside the proper basis of free movement 
between all currencies. In many coun- 
tries in Latin America, exchange op- 
erations based strictly on created dollar 
balances from direct trade would ma- 
terially help exchange transfers into dol- 
lars. If we have to face this as an 
accepted method of international busi- 
ness without consideration of the ulti- 
mate developments of such a step, then 
our interests must be protected. 

The unsettled conditions in Cuba are 
indicated by the decline in the index 
of credit conditions for that country. 
Some sizeable changes in the index fig- 
ures for some of the countries in the 
lower classifications are shown, but these 
indicate a shifting of positions rather 
than a definite trend forward. In such 
countries as Haiti, Dominican Republic, 
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change slightly, collections slower 


Costa Rica, Colombia, Salvador and 
Honduras little change has been indi- 
cated in credit conditions. Credit con- 
ditions in these countries are still gen- 
erally classified as “Poor,” with some 
improvement shown in Honduras. In 
such countries as Peru, Ecuador, Nica- 
ragua, Bolivia, Paraguay and Chile, 
credit conditions continue to be reported 
as “Very Poor.” 

These comments on credit conditions, 
as in all previous surveys, apply only to 
commercial transactions based on the 
opinions of exporters doing business in 
these markets, and do not reflect govern- 
mental or municipal credit or the abil- 
ity of any of these countries to ultimately 
take care of their obligations, or the 
credit background of any governmental 
set-up. 

This survey shows a change from con- 
ditions regarding collections existing in 
all previous surveys. The collection in- 
dex has previously shown a better rela- 
tive position than credit conditions 
might indicate, but in this survey, al- 
though previous improvement in credit 
conditions has in most cases been main- 
tained, nevertheless collections have not 
held up proportionately. Exchange re- 
strictions, of course, affect this situation, 
but the decline of the dollar in the ex- 
change market has also had its effect in 
that many debtors are uncertain and 
awaiting a possible further decline and 
the effects of a threatened inflationary 
movement, many buyers are hoping for 
cheaper dollars in settlement of their 
obligations when these can be obtained 
in the exchange market. A definite re- 
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moval of the threat of depreciated paper 
currency or definite devalorization of 
the dollar would improve the desire on 
the part of the buyer to liquidate his 
obligations rather than take advantage 
of further exchange fluctuations, and 
would also tend to stabilize the price 
situation for American merchandise in 
foreign markets. 

In only nine of the countries was a 
gain shown in the collection index, 
and in eleven a decline. This compares 
with the situation existing in the survey 
at the end of the second quarter when 
fourteen countries showed improvement 
in the collection index, and only four 
a decline. The number of countries in 
which collections are classified as Prompt 
according to the index figure has de- 
creased. Mexico has reached the head 
of the list, after a steady improvement 
since the close of last year. 

With reference to the collection in- 
dex, a comparison between the index in 
the third quarter of this year and the 
figures for the surveys of the past five 
quarterly surveys are given in the graph- 
ical chart, showing the comparative pic- 
ture from the quarter closing with 
September, 1932. 

Collections from such countries as 

(Continued on page 32) 





Collection conditions in twenty- 
one Latin-American countries at 
five different periods. The scale 
numbers are based on the percent- 
age of reports of prompt collections 
for each country during each sur- 
vey. 
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N. A. C. M. pioneers 


by J. H. TREGOE, 
Past Executive Manager, 
N. A. C. M., 1912-'27 


Chapter Three: Foundation Years 
= The National Association of Credit 
. 


Men was launched at a time when 

the national mind was deeply 

stirred by the most acrimonious 
financial debate that ever had happened 
in our political history. Still feeling 
the depressing reactions of the 1893 
panic, the free coinage of silver was 
advanced by the magnetic orator, who 
had stampeded the Democratic Conven- 
tion of 1896, as a cure-all for the eco- 
nomic ills of the country and of the 
farmers particularly. The mentality of 


the nation was challenged by the fiery 
statements of Mr. Bryan and the care- 
fully developed arguments in support of 
sound money. 

This contest was the “Armageddon” 
of the free silver theory, and when it 
was thrown aside by a popular ma- 


jority, then the nation set itself to build 
along orthodox lines. In this turbulent 
maelstrom the new credit craft could 
have been easily sunk but for the clear 
imagination and the tenacious persist- 
ence of its builders. Like the explorer, 
with a clear-cut objective but faced with 
unseen difficulties and problems, these 
pioneers moved abreast and sought for 
the intelligent control and uses of 
credit; the technique that eventually ap- 
peared proved to be the dynamic force 
that expanded the nation’s commerce 
and built its prosperity. 

It was but natural that this new or- 
ganization should have been subjected 
to the very closest scrutiny and to many 
pessimistic criticisms. The question 
arose whether or not it was another en- 
gine created further to oppress the debt- 
or class and to protect those who needed 
protection least. Out of the fog there 
gradually emerged the realization that 
this new business body had been under- 
taken to guard the interests of debtor 
and creditor alike, to have it known that 
as the inter-relations of these two classes 
in the business world were understood 
and safeguarded that business in its 
credit phases would be placed on a 
higher plane and that losses from loose 
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methods and unco-operation would be 
converted into profits. 

The President selected at the organ- 
izing convention, Mr. Preston, was not 
a parliamentarian but possessed a clear 
imagination and a persistent initiative 
that helped greatly to diagram the As- 
sociation’s initial activities. There were 
certain things that had to be done first 
before credit could be made fluid and 
allowed to circulate throughout the na- 
tion with an understanding and a pro- 
tection that would greatly broaden the 
production and movement of commodi- 
ties. The methods of credit departments 
would have to change; “half-truth” in- 
formation intended in many instances to 
deceive competitors in their appraisal of 
credits must yield to higher motives and 
all information reflecting credit experi- 
ences be truthful and fair in every par- 
ticular. 

Financial statements must be popular- 
ized as a form of information of great 
usefulness in the management of credit. 
Unco-operation must yield to co-opera- 
tion so that credit departments would 
recognize their common problems and 
work together for their common good. 
Laws protective of credit contracts must 
be sought and especially a National 
Bankruptcy Law to replace the patch- 
work legislation of the various States. 
Mercantile agency service was in much 
need of improvement. Crimes against 
credit contracts should be punished. 
Education on credit and its uses must 
be encouraged and means supplied by 
carefully worked out and readable litera- 
ture. The membership of the Associa- 
tion had to be expanded so that its 
workmanship could be applied in all of 
the principal markets of the nation. 

Very early in his administration com- 
mittees covering these points of attack 
were appointed by the president with 
the co-operative concurrence and support 
of the directors. 

Energetic missionary work for the or- 
ganization of local units was carried on 
by Mr. Boocock, the secretary, and dur- 
ing the first year of the Association’s 
history local organizations were set up 
with considerable enthusiasm and gen- 
erous support in Philadelphia, Roches- 


ter, Chicago, Detroit, Pittsburgh, Mil- 


waukee, St. Paul, Kansas City, Denver, 
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Nashville, Portland, Cincinnati, Balti- 
more, Boston and Louisville.- The Na- 
tional Association had a roster of ap- 
proximately 600 when starting its 
career, and the first year closed with a 
membership of 1591. 

The second Convention was enter- 
tained in Kansas City and aroused a 
great deal of interest and curious com- 
ment among the managers of credit de- 
partments. It happened in the days 
prior to the organization of the National 
Association that the dangers of credit, 
owing to the paucity and inaccuracies of 
information, ran very high and for the 
financial safety of business enterprises 
the management of credits was usually 
taken over by some important member 
of the firm. In those days the co-part- 
nership form of business organization 
usually prevailed. In consequence of 
this prevailing custom the delegates at 
the Association’s early Convention car- 
ried responsibilities unknown to later 
generations and were more matured in 
consequence. The Kansas City Conven- 
tion was largely a debating club where 
pressing questions of credit practice and 
credit reforms were warmly debated. At 
this Convention Mr. James B. Cannon, 
vice-president of the Fourth National 
Bank of New York City, was elected 
president. Mr. Cannon was graced by 
a charming personality, he possessed 
executive skill and has never been sur- 
passed as a presiding officer in the an- 
nals of the Association. Mr. Cannon's 
bank was the first in our history to set 
up a credit department with all of the 
facilities that were then available. 

The urgent matter that really came 
first in the Association’s diagram of ob- 
jectives was a National Bankruptcy 
Law. This legislation reflected oppos- 
ing political views and it had happened 
about a century ago that the Supreme 
Court of the United States, contrary to 
Chief Justice Marshall’s opinion ruled 
by a majority vote that the Bankruptcy 
clause of the Constitution was not an 
exclusive power and if at any time it 
was not exercised the right of enacting 
Bankruptcy Laws appertained to the 
States. 

There had been a traditional antag- 
onism among certain classes to a Na 
tional Bankruptcy Law. The first 
National Act was passed April 4, 1800, 
and repealed in Mr. Jefferson’s admin- 
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istration. A second National Act was 
adopted August 19, 1841, and it lasted 
only two years. A third Act was passed 
in 1867 and repealed in 1878. On the 
repeal of this third Act, the States en- 
acted their own insolvency laws and 
it was one of the most unfair and de- 
terrent pieces of legislation as a rule. 

After the financial crisis of 1884 
Judge Jay L. Torrey of Missouri started 
an agitation for a fourth National Bank- 
ruptcy Act. No headway was made 
and the question simmered along until 
the panic of 1893 when many credit 
minds recognized that a uniform insolv- 
ency statute for the nation was absolutely 
imperative. Mr. P. R. Earling, of Chi- 
cago, drafted a National Bankrupty Act 


_ and submitted it to readers of a business 


magazine and to his associates. Mr. 
Earling claimed that not more than 
twenty-five percent. of assigned estates 
eventually reached creditors. At this 
period Judge Torrey put fire into his 
campaign. A bill was drafted in 
accordance with his ideas and the Na- 
tional Association of Credit Men through 
its Legislative Committee endorsed the 
measure. 

The internal debate rocked the Asso- 
ciation pretty badly, for there were 
many houses and credit managers who 
felt that being deprived of the oppor- 
tunity to obtain preferences by dili- 
gence, and to wipe out indebtedness by 
legal procedure would be inimical to 
our business interests and not attain the 
objective that was so eagerly sought by 
the Association. 

In the face of keen opposition the 
National Association was thoroughly 
imbued with the necessity of a uniform 
insolvency law if credit was to be 
brought within good control and the 
interests of everyone properly preserved. 
The Legislative Committee and the 
Boards of Directors continued to give 
their support to the Torrey bill and when 
the third annual Convention convened 
in Detroit during June of 1898, a reso- 
lution was offered by the Legislative 
Committee for the enthusiastic approval 
of the bill and calling for the unstinted 
support of the entire organization. 

It happened at this time that the 
influences of the Association had un- 
doubtedly been felt in Congress; the 
Association's attitude on the subject had 
won some uncertain minds and during 


and traditions 


the Convention it was learned that both 
Houses of Congress. were in a state of 
approval, and that contending ideas 
would be reconciled so that a fourth 
National Bankruptcy Act could be pre- 
sented to President McKinley. In the 
face of this information the original 
resolution was withdrawn and for it was 
substituted one that merely approved 
the need of a practical and workable 
Bankruptcy Act. The Torrey bill in a 
reconciled form passed Congress on 
July 1, 1898. 

At the Detroit Convention Mr. Can- 
non was reelected for the second term. 
At this Convention the grouping of 
credit managers by trades proved very 
instructive and popular. Progress had 
evidently been shown through the first 
two years of the Association’s activities 
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and the membership had reached 2332. 

An office for the Association had been 
tendered by Mr. Cannon in his bank 
building and with his compliments. The 
Association had been launched with 
powerful ideals but an income too small 
for extensive activity. A smile of amuse- 
ment would creep over the faces of our 
present members were they to know on 
what a meagre annual income the Asso- 
ciation functioned in its first years, an 
income that would not sustain its pres- 
ent activities for more than a week or 
two. It was providential that the found- 
ers and the newly organized units were 
imbued with a spirit of workmanship 
and with ideals that could keep the ma- 
chinery running at high speed on very 
little fuel. 
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Mr. W. A. Prendergast, a credit man- 
ager of New York City, and who had 
conspicuously figured through his splen- 
did force and personality at the three 
Conventions, was appointed in Detroit 
Secretary of the organization. Mr. Boo- 
cock had retired from the active labors, 
and having passed away many years ago, 
he can be recalled by those only who 
had a part in these foundation years. 

An unusual incident happened in Mr. 
Cannon’s second year. Through a banker 
friend in Buffalo he inspired an invita- 
tion from Buffalo to entertain the fourth 
Convention and when it was accepted 
this friend proceeded to organize a local 
Association. The work was well done 
and when the Convention of 1899 con- 
vened a local unit was in play and no 
meeting of the Association was more 
hospitably and practically entertained 
than by this baby organization. At Buf- 
falo Mr. Cannon retired feeling that a 
two-year term should become an unwrit- 
ten law of the Association and he was 
succeeded by one of the most interesting 
figures that the Association ever pre- 
sented. 

John Field, of Phiiadelphia, was a 
massive figure physically, he stood more 
than six feet, wore a frock coat, had 
a Scotch burr in his voice and won by 
the force of his character and his prom- 
inence the President’s office. Mr. Field 
had been an opponent to the National 
Bankruptcy Act and not wishing to have 

the attitude of the organization on this 
subject in the least misunderstood, be- 
fore tendering Mr. Field the nomination, 
he was asked for a pledge that during 
his administration that nothing wouid 
be done by him, officially or individually, 
antagonistic to the new Bankruptcy Act. 

During the current year the Associa- 
tion membership had made a slight ad- 
vance only. The roster stood at 2,536. 
An Association at Omaha had been or- 
ganized in the previous Fall and follow- 
ing the Buffalo Convention an Associa- 
tion was organized at Cleveland. There 
were now 22 local units in operation. 

During the first year of Mr. Field’s 
administration it was recognized that the 
National Bankruptcy Act was quite im- 
perfect in parts and should be quickly 
amended. 

A populistic sentiment prevailing in 
Congress at the time of the Bill’s en- 
actment had forced certain provisions 
that tended to imperfect administration 
and inequalities. A movement was got- 
ten under way to amend the Act, and the 
matter became a congenial responsibility 
of Mr. Ray, Chairiman of the House 
Judiciary Committee. (Cont. on page 41) 
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BUSINESS INDEXES: The average of business activity as shown 
by the distribution and sales during the third week in October 
was registered at 71.5 percent of normal as against a peak for 
the year of 77 percent of normal. The wholesale price index 
for the week ending October 10 declined 0.4 to 105.9. The 
decline in the prem of farm commodities was responsible for 
most of this change. Food and textile prices also showed a 
slight decline for that week. Car loadings for the ten leading 
_ increased by 1,710 units during the week ending October 
14. 


AUTOMOBILE TRADE: While there has been some recession 
during the last weeks in October, the sales results in July, August 
and September were quite satisfactory. The recession in Octo- 
ber was anticipated in September, but this usual seasonal decline 
of the early fall months has only just started to affect the 

roduction schedules. Reports from Detroit and other automo- 
File centers indicate the start of plant activities on new models, 
a of which are expected in time for the January automobile 
shows. 


STEEL PRODUCTION: There was a considerable decline in the 
total of unfilled orders reported by the U.S. Steel Corporation 
at the end of the month as compared with the same period 
for 1932. The bookings also as cornpared with August of this 
year registered a 12 percent of capacity decline. The percent- 
age of shipments as to capacity was but three points below 
August. There was some increase in orders during the last week 
in September, owing to the announced advance in prices on 
October | of $3 per ton on merchant bars and $2 on plates 
and shapes. 


PETROLEUM TRADE: On October I7 an edict was issued by 
Secretary of Commerce Ickes that petroleum producers must 
reduce production. This announcement followed by a few hours 
an announcement by the American Petroleum Institute of a less 
than one percent gain in production during the week ending 
October 17th. This was the first weekly gain in the last eight 
weeks. However the stocks at domestic refineries as reported 
on October 14 totaled 50,000 less than the week previous. 


TEXTILE TRADE: Cotton prices declined during the first two 
weeks in October. This news -however is not so disturbing when 
we know that the New York Cotton Exchange service reports the 
largest world consumption of cottor: in August of any month 
since 1927.. Several reporting agencies indicate the falling off 
in purchases in various lines of textiles during early October was 
a natural reaction after a speculative oe spurt during August 
and September. Labor troubles have been important features 
in several of the textile trades but these have been mostly 
settled through NRA agencies. 


Comment on Business 

A favorable outlook for the far- 
western section of the country is in 
sight, Henry H. Heimann, Executive 
Manager of the National Association of 
Credit Men, declared upon his return 
from a two-month visit to that area. 

Mr. Heimann, who is also Vice 
Chairman of the Industrial Advisory 
Board of the N.R.A. and Secretary to 
the Business Advisory and Planning 
Council of the Department of Com- 
merce, stated that 85 percent of the 
territory covered in his survey reported 
normal crops, the exceptions being con- 
fined largely to the Pacific Northwest. 

Sales improvement was noted through- 
out the territory with a slight hesitancy 
of the continuation of the favorable ex- 
perience in recent weeks and wide 
acceptance of the National Recovery pro- 
gtam was evidenced, with approximately 
50 percent of the business leaders he 
contacted in that area, declaring that 
their espousal of the program was 
through “patriotic motives.” Some 
doubt was entertained, however, as to 
the effectiveness of the program, par- 
ticularly with respect to the emergency 
features, but the long-range aspects of 
the program were endorsed. 

Our executive found no adverse re- 
ports in the matter of unemployment 
and noted that an overwhelming ma- 
jority reported employment gains, while 
the remainder found the job situation 
to be holding steady but not declining. 

In regard to the banking situation, 
Mr. Heimann observed that bankers’ 
opinions indicated considerable doubt 
about the bank deposit insurance plan 
which goes into effect at the turn of 
the year. The most frequent suggestion 
of the Western bankers, he said, was 
that as a corrective medium to help 
bring about recovery there was the need 
of immediate action in releasing par- 
tially, at least, the deposits frozen in 
closed banks. 


Employment figures 

_ Figures announced in mid-October 
from Washington by Secretary of Labor 
Perkins indicate an increase of 620,000 
in employment within 17 of the larger 
groups of industries during the month 
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of September. These industries employ 
about two-fifths of the 49,000,000 
workers in the United States. 

“This increase in employment does 
not represent the total number of per- 


sons who were returned to employment - 


in all branches of industry in Septem- 
ber,” Miss Perkins said. 

Pay rolls increased approximately 
$10,000,000 weekly during September 
as a result of the upturn in employment, 
the Secretary pointed out. Weekly pay 
rolls have increased by nearly $64,000,- 
000 a week in the six months from last 
March, during which period employ- 
ment has gained 2,700,000. 

Miss Perkins pointed to an increase 
in September of 16,000 in railroad 
workers and a gain of 35,000 in persons 
engaged in public road construction. 

Manufacturing industries put more 
than 200,000 persons back at work and 
there was a seasonal increase of 70,000 
in canning. Retail and wholesale estab- 
lishments also added to their pay rolls. 
Building and construction industries 
reported the reemployment of more than 
20,000. 


—_—— 


Business and NRA codes 

That business is adjusting itself to 
the NRA codes is the opinion of the 
Standard Statistics Company of New 
York in a statement issued late in 
October. The statement says of this 
situation : 

“The distrust and dislike with which 
the code method was regarded in the 
earlier stages have gradually given place, 
over considerable areas, to an attitude 
ranging from warm approval to neutral 
tolerance. 

“Regardless of opinion, moreover, it 
is evident that business is adjusting it- 
self to the new order, having been 
helped to do so by the recent revival 
in activity. Should business again start 
to rise in the late autumn, as now ex- 
pected, the process of adjustment should 
be eased still further because the econ- 
omies of larger scale industrial produc- 
tions should go far toward offsetting 
the increases in wage and material costs 
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caused by the codes. 

“In taking note of this encouraging 
fact regarding the operations of the 
NRA an exception should be made in 
the case of labor. The wide prevalence 
of strikes (which now seem, happily, 
to be receding in certain industries) 
shows that adaptation has been slow in 
this field, and some of the proposals 
of the Recovery Administration, sug- 
gesting that determination of labor re- 
lationships be lodged in governmental 
hands, do not sound any too practical.” 





New rail loading mark 

Loadings of revenue freight on the 
railroads of the United States in the 
week ended October 14, published 
by the American Railway Association, 
promise to make a new high for 1933. 

It is estimated that they will total 
about 667,000 cars as compared with 
654,428 cars in the week ended October 
7 and 650,578 cars in the corresponding 
week of last year. The weekly high so 
far in 1933 was set in the week ended 
September 2, when 666,652 cars were 
loaded. 

The first seven major railroads to re- 
port for the week loaded 109,508 cars 
as compared with 106,283 in the im- 
mediately preceding week and 110,754 
cars in the similar week of 1932. 





Agricultural income 

e gross income of farmers in 1933 
is tentatively estimated by the Depart- 
ment of Agriculture at $6,360,000,000; 
this figure includes income from the 
production of crops, livestock, and dairy 
products, which is placed at $6,100,000,- 
000, and estimated benefit payments to 
farmers of $260,000,000 under the pro- 
gram of the Agricultural Adjustment 
Administration. This year’s indicated 
farm income is $1,215,000,000 above 
last year’s figure, an increase of 24 per- 
cent, but is 8 percent below the 1931 
income and 47 percent less than in 
1929. 

The rise in estimated income from 
farm production following three years 
of continuous decline is principally the 
result of the increase in farm prices. 
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ALABAMA: Birmingham reports mer- 
chandise sold for Fall trade is not 
moving through the retailer as hoped. 
Manufacturers, coal mines, etc., have 
stocked yards and inventories built up. 
ARKANSAS: In anticipation of higher 
prices, many firms in Little Rock over- 
bought last month. 

CALIFORNIA: Collections in Oakland 
are improving, due to a tendency to 
collect when due on the part of group 
activity along credit control lines. Sales 
continue fair. Quite a noticeable change 
for the better has been noted in San 
Francisco. 

COLORADO: The sugar beet money 
in Denver should help rural sections. 
CONNECTICUT: Waterbury reports 
factory production is somewhat less than 
last month. Lay-off of help caused a 
slight slowing up of sales, though a 
temporary condition, as improvement 
has already been noted. D.C.: Wash- 
ington submits the following: “This 
city was the last to feel the depression 
and is the last to recover. The hotel 
business, however, is booming. 
FLORIDA: No improvement is ex- 
pected for about thirty days in Jackson- 
ville. 

INDIANA: Collections in Evansville 
have dropped off during the past three 
weeks. Sales generally are improving. 
The Studebaker Corporation in South 
Bend is now employing over 8,000, 
with a splendid program of produc- 
tion. 

IOWA: Burlington reports trade-deal- 
er and consumer reacting unfavorably 
to higher price levels. A marked de- 
crease in sales has been noted in Des 
Moines. The slow increase in price of 
farm commodities has affected buying 
on rapidly increasing price of articles 
purchased. 

KANSAS: The old accounts in Wichita 
are not paying and new accounts are 
being restricted. Many small jobbers 
are reducing terms and putting many 
accounts on cash. 

MICHIGAN: Detroit informs us buy- 
ing was overstimulated in the summer. 
The reaction is now in the other direc- 
tion. People are trying to pay on old 
accounts. Some recession has been noted 
in sales and collections in Flint. Jack- 
son reports the larger manufacturers’ 
sales are good, but the smaller manu- 
facturers are slow due to lack of capital 
to meet current obligations. 
MINNESOTA: Duluth believes the 
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U.S. collections and sales drop 


poor crops and uncertain market condi- 
tions have materially affected both sales 
and collections. A survey conducted in 
Minneapolis indicates that retail sales 
have improved slightly. Four out of 
fourteen lines of trade report collections 
good, nine fair and one slow. On col- 
lections, one reports good, nine fair 
and four slow. St. Paul reports current 
collections fair, but payments on old 
accounts are still lagging. Sales to deal- 
ers continue to show strength, probably 
in anticipation of price rise—nothing 








Summary 
This Month: 
Collections: Sales: 
Good 4 Good 9 
Fair 65 Fair 64 
Slow 32 Slow 27 
Last Month: 
Collections: Sales: 
Good 6 Good 12 
Fair 70 Fair 73 
Slow 24 Slow 15 








to indicate that the merchandise is being 
taken by consumers in amounts more 
than for current needs. 

MISSOURI: St. Joseph believes the 
farmers “quick money’’ produce, such 
as butter and eggs, are too low com- 
pared to manufactured goods prices. 
NEW YORK: One section in Bing- 
hamton reports sales slackening off since 
September 15th. Another reports sales 
7% over corresponding month in 1932. 
A marked improvement in sales and 
collections in some lines has been noted 
in Rochester. 

NORTH CAROLINA: Crop sales are 
rather slow, due to low prices. The 
farmers are holding cotton and tobacco 
for better prices. Industrial plants 
gradually increasing production. 
OHIO: Dayton reports the following: 
“There is in the neighborhood of $150,- 
000,000 in deposits ‘‘frozen’”’ in the Day- 
ton area. These deposits are in the 
Building & Loan Associations and one 


NOVEMBER, 1933 















closed bank. Seven of the Building & 
Loan Associations are being liquidated, 
four by the State Department, and three 
by the Boards of Directors. The total 
liquid deposits in Dayton at this time, 
are believed in the neighborhood of 
$30,000,000, as compared to approxi- 
mately $200,000,000 in 1929.” 
OREGON: Portland believes there is 
an undercurrent of improvement, but 
this has not yet been realized to any 
extent in a definite, visible way. Ore- 
gon and Portland are rejoicing in having 
received quite a substantial amount in 
the Public Works appropriation. Work 
has already begun on the huge dam 
across the Columbia River at Bonne- 
ville. 

PENNSYLVANIA: = Collections in 
Johnstown are slow due to the coal and 
steel strikes. Ome of their National 
Banks recently resumed operation on an 
unrestricted basis. The labor condition 
in coal and steel industries has affected 
sales and collections in Pittsburgh. 
SOUTH DAKOTA: The drought con- 
ditions in Sioux Falls makes the sales 
and collections possibilities much lower 
than anticipated. 

TEXAS: Because of rain in El Paso, 
cotton crops will be thirty days late. 
Ft. Worth reports the following: ‘Both 
collections and sales in most all lines 
have increased since our last report. 
Some lines report the largest sales vol- 
ume for any one month since 1930 and 
collections have been far ahead of antici- 
pations. Bank deposits in Ft. Worth 
have increased remarkably. One local 
bank reports bank deposits in excess of 
$1,000,000.00 for the past thirty days.” 
San Antonio informs us there has been 
a falling off in sales due to the heavy 
buying earlier in anticipation of rising 
markets and stocks now too heavy to 
require much replenishment. 

UTAH: Sales in Salt Lake City have 
fallen off due to the advance in prices. 
WASHINGTON: The wholesale trans- 
actions in Seattle have declined some. 
Spokane reports that during the last 
three months, a marked improvement 
has been noted in both sales and col- 
lections. Collections have increased 
about 30%, and a recent questionnaire 
among firms in this section indicates an 
average sales increase of almost 20%. 
This is due to the marked improvement 
in the agriculture situation in this terri- 
tory. . 7 
WEST VIRGINIA: The strikes in 
Clarksburg have affected sales and col- 
lections in this area. 
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| State City 
Sete 
Ala. Birmingham 
Ark. Little Rock 
Ariz. Phoenix 
Cal. Los Angeles 
Oakland 
San Francisco 
Colo. Denver 
Pueblo 
Conn. Bridgeport 
New Haven 
Waterbury 
D.C. Washington 
Fla. Jacksonville 
Tampa 
Til. Chicago 
Quincy 
Ind. Evansville 
Ft. Wayne 
Indianapolis 
South Bend 
Terre Haute 
lowa Burlington 
Cedar Rapids 
Davenport 
Des Moines 
Ottumwa 
Sioux City 
Kans. Wichita 
Ky. Louisville 
La. New Orleans 
Shreveport 
Mass Springfield 
Worcester 
Mich Detroit 
Flint 
Grand Rapids 
Jackson 
Minn Duluth 
Minneapolis 
St. Paul 
Mo. Kansas City 
St. Joseph 
St. Louis 
Mont. Great Falls 
Helena 
Neb. Omaha 
IN. J. Newark 
N.Y. Albany 
Binghamton 
Buffalo 
Elmira 
State City 
Arizona Phoenix 
Colorado Pueblo 
Florida Tampa 
Illinois Quincy 
Indiana Evansville 
Fr. Wayne 
lowa Cedar Rapids 
Davenport 
Des Moines 
Kansas Wichita 
Massachusetts Springfield 
Michigan Detroit 
Missouri St. Joseph 
St. Louis 
Montana Great Falls 
Helena 


Nebraska 


Omaha 


Collections 


Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Slow 
Fair 
Slow 
Fair 
Slow 
Slow 
Slow 
Fair 
Fair 
Slow 
Fair 
Fair 
Slow 
Good 
Slow 
Fair 
Slow 
Slow 
Slow 
Fair 
Slow 
Fair 
Fair 
Fair 
Slow 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Slow 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Good 
Fair 





Score sheet of collection and sales conditions 








Sales State City 

Fair New York 

Fair | Rochester 

Fair Syracuse 

Fair | Utica 

Fair N.C. | Charlotte 

Fair | Cincinnati 

Fair Ohio Columbus 

Fair Dayton 

Fair Toledo 

Slow Youngstown 

Fair Okla. | Tulsa 

Fair Ore. | Portland 
Slow Pa. Allentown 

Slow Altoona 

Good Harrisburg 

Slow Johnstown 

Good New Castle 

Fair | Pittsburgh 

Fair Wilkes-Barre 

Slow R.L Providence 

Good S. Dak. Sioux Falls 

Slow Tenn. Chattanooga 

Fair Knoxville 

Slow Memphis 

Slow Texas Austin 

Slow Dallas 

Fair El! Paso 

Slow Fr. Worth 

Fair Houston 

Fair | San Antonio 

Fair Utah | Salt Lake City 

Fair Va. Bristol 

Fair | Norfolk 

Slow Richmond 
Fair Roanoke 

Fair Wash. | Bellingham 

Fair | Seattle 

Fair | Spokane 

Fair | Tacoma 

Fair W.Va. | Bluefield 

Slow Charleston 
Slow Clarksburg 
Slow Lynchburg 
Fair Parkersburg 

Good Wheeling | 
Slow Wis. | Fond du Lac 

Fair | Green Bay 

Good | Milwaukee 

Fair | Oshkosh 

Fair Terr. | Honolulu 

Fair Hawaii | 











Changes since last month’s survey 


Collections 


Fair to Slow 


Fair to Slow 
Good to Fair 
Good to Fair 
Fair to Slow 


Good to Slow 


Slow to Fair 


Sales 


Good to Fair 


Fair to Slow 
Fair to Slow 


Good to Fair 
Fair to Slow 


Fair to Slow 
Good to Fair 
Fair to Slow 
Fair to Slow 
Fair to Slow 
Slow to Fair 
Fair to Good 
Fair to Slow 


State City 

New York Buffalo 

New York 
Ohio Cincinnati 

Columbus 
Pennsylvania Johnstown 
Rhode Island Providence 
South Dakota Sioux Falls 
Tennessee Chattanooga 
Texas Dallas 

El Paso 

Fr. Worth 
Utah Salt Lake City 
Virginia Norfolk 
Washington Spokane 
West Virginia Clarksburg 

Wheeling 
Wisconsin Fond du Lac 





Milwaukee 


Collections 


Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Slow 
Fair 
Slow 
Fair 
Slow 
Slow 
Fair 
Slow 
Fair 
Slow 
Slow 
Slow 
Fair 
Fair 
Fair 
Slow 
Fair 
Fair 
Slow 
Good 
Fair 
Good 
Slow 
Fair 
Fair 
Fair 
Fair 
Slow 
Fair 
Fair 
Fair 
Slow 
Fair 
Fair 
Fair 
Fair 
Slow 
Slow 
Fair 
Slow 
Slow 
Slow 


Collections 


Fair to Slow 


Slow to Fair 


Fair to Slow 
Fair to Good 
Fair to Slow 
Good to Fair 
Slow to Fair 
Slow to Fair 


Fair to Slow 
Fair to Slow 





Sales 





Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Slow 
Fair 
Slow 
Fair 
Fair 
Slow 
Fair 
Slow 
Fair 
Slow 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Fair 
Slow 
Slow 
Good 
Fair 
Fair 
Fair 
Fair 
Good 
Good 
Fair 
Slow 
Fair 
Good 
Fair 
Slow 
Fair 
Fair 
Fair 
Fair 
Slow 
Slow 
Fair 
Fair 
Slow 
Slow 


Sales 


Fair to Good 
Good to Fair 
Good to Fair 
Good to Fair 
Fair to Slow 


Slow to Fair 
Fair to Slow 
Fair to Slow 


Fair to Good 


Fair to Good 
Slow to Good 


Fair to Slow 
Fair to Slow 
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redits and 
the salesman 


« To meet the new conditions in busi- 
ness, a closer coordination between 
credits and sales must be made. 


by VINCENT W. HOSMER, 
Credit Manager, Fred H. French 
Paper Co., Los Angeles, Cal. 


teresting article under the title 

““Salesmanship is a lost art,” and I 

wonder if it is not time to also 
classify “Credits and the salesman” un- 
der the heading of a lost art. 

A great many salesmen realize that a 
sale is not completed until it is paid for, 
but the majority consider their respon- 
sibility ended when the sale is made. 
To the majority, a credit department is 
just a necessary evil with which a busi- 
mess concern is afflicted, and the less 
they have to do with this department 
the better they feel. 

Salesmen imagine the party who han- 
dles this department sits throughout the 
day with a C. O. D. stamp in one hand, 
the other holding pencils with thick red 
lead. To the minority who realize the 
co-ordination of credits and sales I give 
my heartfelt thanks; to the majority I 
hope they will read and consider this 
article carefully, as a friendly contact be- 
tween the salesman and credit depart- 
ment promotes more and better sales. 

A salesman handling 50 accounts, 
some called on daily, others semi-weekly, 
and others weekly, is in a much better 
position to ask for payment than to have 
the request come direct from the credit 
department. The salesman forgets that 
his 50 accounts multiplied by 12 other 
salesmen makes a total of 600 which 
the credit department has to supervise, 
endeavoring to keep each account within 
its established limit, get the money, yet 
withal try to keep the customer thinking 
of your house when he needs your 
product. 

Let me illustrate with one instance as 
related to me by a credit man for an- 


™ Recently there appeared a very in- 
is 
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other concern. He found it necessary to 
personally follow up a delinquent ac- 
count, and after several calls finally 
proved to the customer he was not as 
bad as had been predicted. This cus- 
tomer finally told him that when he re- 
ceived a call from the credit department 
his first thought was, “If I do owe an 
amount not due, what is this fellow 
here for; if I don’t owe him anything, 
then what? If I do owe an amount past 
due, when is the attachment to be put 
on?” 

The customer finally admitted that if 
the salesman had asked for a check, the 
account would not have been delinquent. 

Further investigation proved that the 
salesman and customer greeted each 
other using their first names, showing 
an intimacy which should have allowed 
the salesman to discuss the matter of 
payment without hard feelings. As it 
was, the credit department realized the 
utter lack of cooperation from this one 
salesman in making collections. 

Having been in the wholesale paper 
business since 1905, I can speak from 
experience, and I fully believe the time 
is coming when a better and more 
friendly spirit will be exhibited between 
the departments of credits and sales. 

Remember, Mr. Salesman, your credit 
man is a human being like yourself. 
Mistakes will happen, but your whole- 
hearted co-operation will lessen these 
mistakes. 

When you bring in an initial order 
for a new customer, telling the credit 
department that you think the customer 
is worthy of credit, do you really think 
that statement a basis for credit? 

If you say another house will sell if 
we do not, is that a basis for credit? 

If your customer is supposed to dis- 
count, or pay in 60 days, is it good 
policy to try and pull a few strings to 
get an extension, and increase the ac- 
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count? Perhaps it is, but just a notice 
to the credit man that Mr. Jones is not 
going to pay as he usually does, cannot 
be welcomed without further details, 
and a full knowledge of these details 
understood by the customer, salesman 
and the credit department. 

Business conditions are improving, 
new methods are being employed, terms 
are being shortened instead of length- 
ened, and if there ever was a time when 
credits and sales should be hand in hand 
it is now. 

Salesmen need the credit department; 
the credit department cannot function 
properly without the salesmen. So let 
us all pull together for new prosperity. 

Make your house one that is the envy 
of your city, where the customers delight 
to deal with the credit department as a 
friendly part of their business. 

You, salesmen, are the only ones in 
an organization that can put this over. 

—"American Paper Merchant.” 


= Collectibility of 


old accounts 


Writing in the October issue of THE 
CREDIT LEDGER, the monthly pub- 
lication of the Portland Association of 
Credit Men, M. E. Hellman, a lecturer 
on credits and collections, makes this 
important comparison on the “‘collectibil- 
ity” of accounts of various periods past- 
due: 

“Watchful waiting is a costly pas- 
time. Don’t let it alibi for failure to 
come to a decision regarding the han- 
dling of any accounts. Competent au- 
thorities investigating industrial accounts 
have estimated that: 

“Accounts 3 months past due are 85% 
collectible. 

“Accounts 4 months past due are 65% 
collectible. 

“Accounts 6 months past due are 50% 
collectible. 

“You can readily see, therefore, that 
patience costs money. Sometimes 
patience can be condoned, but the point 
is: don’t let indecision cause you to waste 
valuable time. 

“The creditor who makes a lot of 
noise usually is the one who is paid first. 
The question is, are you making a loud 
enough noise? Your extensions of time 
on invoices—are they creating further 
good will of a customer who is finan- 
cially sound? Or are you merely post- 
poning the day of reckoning? It doesn’t 
pay to delay turning over an account for 
action, once you see that that is the sane 
ptocedure. When an account comes to 
the stage where outside assistance is nec- 
essary, enlist that assistance, and the 
quicker the better.” 
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Eliminates needless motions . 


that tire typists and 
slow up production 


The keyboard is standard—there is no new touch to learn 


TH the Burroughs Electric Carriage 
Typewriter it is no longer necessary 

for the typist to stop at the end of each line 
- . » remove her hand from the keyboard 
. . . push the carriage back . . . and then 
relocate her hands to writing position. 
A light touch of the Carriage Return Key 
replaces all these wasteful motions. 
This most modern of all typewriters 

is backed by Burroughs’ own world- 
wide service organization which has, for 
so many years, kept all types of Bur- 
roughs electrically controlled machines 
in continuous and profitable operation. 





When writing to advertisers please mention Credit & Financial Management 


See this new machine ... examine its 
new features and advantages . . . have 
it demonstrated on your own work, in 
your own place of business. Or write 
for an illustrated, descriptive folder, to 
the Burroughs Adding Machine Company, 
6251 Second Boulevard, Detroit, Michigan. 


BURROUGHS 


TYPEWRITER 





27 






Rubles and recovery 


s An analysis of 


American trade 


with Soviet Russia 


ficial dealings between the two 
governments, trading between the 
United States and Russia has con- 
tinued with few interruptions since the 
establishment of the Soviet Government. 

This trading, however, has been be- 
tween American individuals and cor- 
porations in their private capacity, on 
the one side, and the Russian Govern- 
ment on the other, since the only for- 
eign trade done by Russia is done by 
the Government and not by private in- 
dividuals. 

In keeping aloof from this trading, 
the American Government has gone so 
far as to warn American bankers and 
others that the extension of financial 
credits to Russia must be at their own 
risk and that they could not look to 
the Government in the event they had 
trouble in collecting, and to forbid 
American bankers to act as agents for 
the Russian Government. 

Several Russian trading agencies have 
set up offices in the United States to 
furnish trade information to American 
exporters and importers and to transact 
business direct on behalf of Russia. A 
list of them is given below. 

American trade with Russia took a 
sharp drop in 1931 and 1932. Sup- 
porters of recognition of Russia have 
stressed this fact as an indication of the 
losses in trade America is sustaining by 
refusing to recognize Russia. Experts 
in commerce, however, lay the drop al- 
most entirely to the refusal or inability 
of American exporters to extend long 
term credit to Russia. They are of the 
opinion that many American exports 
finally reach Russia through European 
countries—Germany, France, England 
and Italy. American products, they de- 
clare, are purchased in these countries 
on short term credits and resold to Rus- 
sia on long term credits, but are, of 
course, listed as exports to the Eu- 
ropean countries although Russia is 
their ultimate destination. 

That there is, as yet, no actual direct 
trading contact between the United 


yf there have been no of- 
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Year 
1918 
1919 
1920 
1921 
1922 
1923 
1924 .. 
1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 





—Table and text from “Congressional Digest.” 


States Government and the Soviet Gov- 
ermment is indicated by the official 
statements on the loans for the sale of 
cotton. 

On July 3, 1933, following reports 
from London that Assistant Secretary of 
State Moley had discussed the sale of 
cotton to Russia with Maxim Litvinoff, 
to be financed by the United States Gov- 
ernment, Chairman Jones of the Recon- 
struction Finance Corporation announced 
that with the approval of the President 
and Secretary of the Treasury Woodin, 
the Directors of the Corporation had 
agreed to make loans to American ex- 
porters to finance the sale of sixty to 
eighty thousand bales of surplus cotton 
for shipment to Russia. 

The loans to the exporters will be 
for one year at 5% interest, and will be 
secured by the notes of Amtorg Trading 
Corporation, an American corporation 
owned by Russia, unconditionally guar- 
anteed by the State Bank of U. S. S. R. 

Amtorg Trading Corporation will pay 
30% of the purchase price in cash. 

These loans will be made to any 
American exporter with resources and 
of standing satisfactory to the Recon- 
struction Finance Corporation, from 
whom Amtorg Trading Corporation may 
purchase the surplus cotton. The Re- 
construction Finance Corporation is 
dealing with the American exporters 
and not with the Amtorg, and is hold- 
ing the exporters responsible for the 
repayment of the loan. 

The total amount of the loan to 
cover the estimated amount of cotton to 
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Foreign Trade of the United States with Soviet Russia—1918-1932 | 


$10,760,007 


Imports Exports 
$17,335,518 
82,436,185 
28,727,718 
15,540,136 
28,814,025 
7,308,389 
41,948,578 
68,906,060 | 
49,905,642 
64,921,693 
74,091,235 
84,725,205 
114,398,537 | 
103,668,808 
12,648,000 


9,663,038 
12,480,586 
1,043,260 
522,833 
1,481,699 
8,030,465 
13,119,673 
14,121,992 
12,876,790 
14,024,525 
22,555,714 
24,385,786 
13,206,393 
9,704,000 





be purchased by Amtorg is $4,000,000. 


Trade between the Soviet Union and 
the United States is handled in the main 
by four New York corporations, repre- 
senting Soviet industrial and trading or- 
ganizations. These firms are: 


Amtorg Trading Cor poration, .New 
York, representatives in the United 
States of the principal trusts, syndicates, 
trading agencies and other economic or- 
ganizations of the U. S. S. R., with the 
exception of the All-Russian Textile 
Syndicate and cooperative organizations. 


All-Russian Textile Syndicate, New 
York, representatives of the Soviet All- 
Union Textile Syndicate, purchase Amer- 
ican cotton for shipment to the Soviet 
Union. 


Centrosoyus-America, New York, rep- 
resentatives of the Union of Consumers’ 
Cooperatives of the U. S. S. R. 


Selskosojus-America, New York, rep- 
resentatives of agricultural producers’ 
cooperatives of the U. S. S. R. 


The Soviet Union Information Bu- 
reau, Washington, D. C., was opened 
several years ago under the direction of 
Boris Skvirsky, to furnish general trade 
information to American business men 
and to the Russian Government. 


Mr. Skvirsky first came to America in 
1921 on a mission from the Far East 
Republic, which later became a member 
of the U. S. S. R. The Russian For- 
eign Office directed him to remain in 
America as an unofficial trade represen- 
tative and Secretary of the Information 
Bureau. 








Here's a TIP: Have you heard that the 
new Credit Manual of Commercial Laws 
published by the National Association of 
Credit Men is priced at $3.50? And that 
after December first the price returns to 
$4.00? Those are more than mere words 


to the wise. Why not order your copy 
now and save half-a-dollar? 


HS 
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“This month's collection letter” 


By H. P. Philips, Columbia Alkali Corporation, Barberton, Ohio 


Dear Sir: 
How would you like to have my job? 


Each of our salesmen tells me, “Don’t pester my cus- 
tomers about their bills—they’ll all pay.” The Sales Man- 
ager says, “We don’t call on any man who isn’t good—why 
worry?” And the President always says, ‘Service—that’s 
our first duty—think only of Service every time you call on 
a customer; think only of Service every time you write a 
customer. The customer is always right.” 


Fine isn’t it? 


But if our working capital is all tied up in overdue ac- 
counts due to my taking the above too seriously how long 
do you suppose we could continue to operate? 


Of course you are going to remit for your overdue account 
—soon. Of course I needn’t worry about it. Of course I 
want to help render you “Service.” But to be brutally frank 
about it, I must ask you to SEND ME YOUR CHECK 
TODAY. By so doing you will retain your good standing 
with our Credit Department and after all, always remember, 
YOUR CREDIT RATING IS YOUR MOST VALUABLE 


| Gentlemen: 


In view of your failure to respond to our numerous letters 


to you relative to a past due item of $110.00 there is only 


one thing left for us to do with this small account and that 


is to charge it off to bad accounts. 


Of course since we are members of the National Associa- 
tion of Credit Men it will be necessary that we as members 


report to the association any uncollectible account. 


It is to be regretted that it should be necessary to place a 
black mark against your credit status for so small an item 


as this but you have given us no alternative. 


ASSET. 


“About ninety percent of the letters 
which I write are actually dictated, each 
case being based on its own merits. 
However, I do segregate, and keep 
copies of, letters which seemingly pro- 
duce the best results and I do use these 
letters from time to time for other cus- 
tomers,” Mr. Philips tells us. 

“It has been my experience that a let- 
ter which will bring a settlement from 
one customer may produce no results 
whatever with another customer of a 
different type and I therefore, as stated 
above, handle each account in an indi- 
vidual manner based upon whatever 
personal knowledge I may have of the 
customer. 

“When I dictated the enclosed letter 
I was wishing at the time that the man 
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was sitting right opposite me and said 
in the letter just exactly what I would 
have liked to have said to him had he 
been here. 

“Upon receiving this letter he quite 
evidently discussed the matter with an 
official of our Sales Department, ap- 
parently having asked why he should 
be pestered with collection letters when 
we knew that his financial status was 
o.k. The official in turn spoke to me 
about the account, advising me that he 
was personally acquainted with this cus- 
tomer and that I should not bother him 
as he was perfectly good. However, it is 
my business to see that the accounts are 
paid and since this account was long past 
due, instead of leaving the customer 
alone I wrote him another letter. 
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“This letter brought the check.” 

Supplementary to any collection let- 
ter efforts there should be reliance on 
Credit Interchange reports. With inter- 
change reports before you on each of 
your accounts, you will attain maximum 
effectiveness in using the collection let- 
ters presented here. 

Send us your best and favorite collec- 
tion letter for our “collection of col- 
lection letters” which we are gathering 
for readers of CREDIT AND FINANCIAL 
MANAGEMENT. 

A selected series of individual copies 
of the collection letters which have ap- 
peared in CREDIT AND FINANCIAL 
MANAGEMENT is available upon ap- 
plication. Apply to Collection Letter 


‘Department, CREDIT AND FINANCIAL 


MANAGEMENT, One Park Avenue, New 
York. 
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Interesting 
booklet 

» 

A new historical booklet just issued 
by the London Assurance Companies 
has within it much interesting informa- 
tion. 

The first section, ‘Founding in Sev- 
enteen-Twenty,” briefs the high points 
in world history at that time in a few 
pithy sentences. Here is a typical para- 
graph: 

“Philadelphia, dominated by the 
Quakers and the most important city 
in the colonies, was still governed under 
William Penn’s charter of 1701. Newly 
born was Philadelphia’s first news- 
paper, the American Weekly Mercury, 
published by Andrew Soule Bradford, 
son of William Bradford, the colony's 
first and famous printer. New York, 
under acting Governor Peter Schuyler, 
was reaching the zenith of its enthusi- 
asm for slave trading and nearly half 
the population of the city was black.” 

The second section, “Founding in 
Eighteen-Twenty-Eight,” tells about the 
Union Fire in the same way. It in- 
cludes a translation of the Royal Ordi- 
nance of Charles X of France by which 
the company was founded. The third 
section is concerned with the year 1872, 
when the London Assurance entered the 
United States, and gives briefly the 
background of American fire insurance 
at that time. 

It was written by Jarvis Woolverton 
Mason, advertising counsel to the three 
companies. Although this is not a con- 
tinuation of the same series, he has writ- 
ten for these companies six booklets on 
agency practices which have enjoyed 
wide popularity. “Through the Years” 
will be sent free to anyone requesting 
a copy by the New York office at 99 
John Street or by Credit and Financial 
Management, 1 Park Ave., N. Y. 


@ Social equals 
Mrs. Riley: Are yez on callin’ terms 

with our neighbor? 
Mrs. Murphy: Oi am that. She called 
me a thafe an’ Oi called her another. 
—Boston Transcript. 


Uncle Sam's 

’ helping hand 
(Cont. from page 7) is that successful 
business management rests upon knowl- 


edge. Decisions resting upon rule-of- 
thumb and coin tossing must give 
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way to sound information and basic 
facts. The methods of science should 
be followed as far as possible in business 
practice as well as in engineering. Ex- 
perience from the past and from other 
areas must be brought to bear upon 
every problem. This calls for better 
records and more analysis of them. 

Perhaps there is no field in which 
there is as direct a need for the Gov- 
ernment to supply basic information as 
in foreign trade. The average manu- 
facturer can not keep in touch with 
the varied developments in foreign 
lands. There must be some ready 
source to which he can turn to obtain 
such information as the rates of tariffs, 
the peculiarities of commercial law, the 
character of the money market, and the 
like. In order to provide such general 
information, plus answers to a host of 
specific questions which pour into’ the 
Bureau in every shape and manner, the 
Department of Commerce maintains in 
foreign countries 32 offices staffed by 
specially qualified representatives. 

In addition to their activities, there 
is a working agreement with the De- 
partment of State which permits the 
use of the Consular Service in areas 
where the Department of Commerce has 
no representative. These men in the 
field not only act as channels through 
which information flows back to Wash- 
ington and then on to the business com- 
munity, but also represent American 
industry at their stations. They are 
continually on the look-out for oppor- 
tunities for the export of American 
goods and persistently strive to represent 
fairly to the foreign buyer the special 
qualities of American products. 

In the Washington offices there is a 
staff of experts which analyzes the ma- 
terial reported from the field. Not only 
are there experts in such general sub- 
jects as tariffs, commercial laws, regional 
information, and finance and _ invest- 
ment, but also men representing various 
types of industries who have had ex- 
perience in foreign trade and who can 
therefore easily understand and interpret 
to the industries which they represent 
the information which is so sorely 
needed. 

There is no easy way in which one 
can measure the service rendered to 
American business by this type of activ- 
ity. Perhaps the safest thing to say is 
that no other agency could possibly per- 
form these functions, and that they must 
be performed by someone. 

In the field of domestic commerce, 
the part which should be played by a 
Government agency (Cont. on page 38) 
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Worn. 


can increase the 
business capacity 
of the “brain trust” 
in your firm 


20 70 to 50 %o 


EE 





Every executive-dictator needs a PRO- 
TECHNIC EDIPHONE if he is to keep in 
step with today’s business conditions! 
It is difficult to add to your firm's “brain 
trust.” (Each man is experienced, hard- 
to-replace.) But it is easy to give each 
dictator an assistant that will increase his 
business capacity 20% to 50%! 

See the PRO-TECHNIC EDIPHONE— 
the most popular development in dic- 
tating machine history! It is dust-proof, 
“tailored in steel,” dignified in design. 
And — its “Balanced Voice Writing” 
makes dictating easier! x * * Desk 
designs are available. 

You do not buy a PRO-TECHNIC until 
it demonstrates all that you expect in 
accomplishment! For full information, 
telephone The Ediphone, your city. Or 
write to— 


Edin. 
ORANGE, NEW JERSEY 


ED 
| am interested in increasing my firm's business capacity, 


C-11 


Name 


Addr 



























































Inflation: blessing or menace? & 


by FRANK J. TRAVERS 
Lincoln Nat'l Life Insurance Co. 
Fort Wayne, Ind. 


rizon of the new deal is inflation, 

a star whose coming has long been 

awaited by some as a blessing and 
dreaded by others as a menace. One 
hesitates to use,the word at all because 
of the many varied conceptions of its 
meanings and because there is or should 
be a distinct odium about it since it 
produces the illusion of getting some- 
thing for nothing. . 

The volume of money and paper cur- 
rency has a small influence upon em- 
ployment and business activity. In 1929, 
with five or six billion dollars of money 
and paper currency, this country had 
bank deposits of 52 billion dollars and 
total check transactions of 600 billion 
dollars! About 90 per cent of all busi- 
ness transactions are paid by check. The 
volume of business depends not upon 
the amount of money and paper cur- 
rency, but upon the rapidity of turnover 
of bank deposits. In a sense, business 
is still done largely by barter (exchange 
of goods and services) through the 
medium of check transactions, money 
being merely the measuring-rod of 
value. Confidence in the stability of the 
monetary standard encourages rapid 
turnover. Tampering with the monetary 
standard disturbs business and confi- 
dence and reduces turnover. 

All this leads logically to a considera- 
tion of the gold standard. A bushel of 
wheat is officially defined as 60 pounds, 
and the foot is an officially and arbi- 
trarily assumed standard for measure- 
ment of distance. In the same manner, 
a definite weight of gold (25.8 grains to 
the dollar) was the official measuring- 
rod for value, until our abandonment of 
this gold standard last. spring. Now 
there is no official standard. Sooner or 
later, we must again adopt one, so that 
long term business contracts can be made 
with confidence. 

In every major boom period there is a 
huge amount of borrowing, largely 
speculative. When the crash comes, in- 
terest and tax burdens become oppres- 
sive and a clamor arises for devaluation 
of the currency as a subtle means of 
repudiating debts. For example, if you 
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had loaned me 10,000 bushels of wheat 
several years ago and I were now hard 
pressed to repay the loan, I might be 
tempted to have the official definition of 
a bushel reduced from 60 pounds to 
30; then I could more easily repay the 
loan of 10,000 bushels. Yet in justice 
I would have repudiated one-half of my 
debt to you. This is what the devalua- 
tionists propose to do when they change 
the dollar, until recently defined as 25.8 
grains of gold, to perhaps 12.9 grains. 


It should be evident that to the ex- 
tent borrowers are benefited by manipu- 
lation of the currency, the rest of our 
people will be hurt. If instead of de- 
valuing the dollar, borrowers were tre- 
lieved more directly by having their 
debts cut one-half, all of us who have 
life insurance or bank deposits would 
have our savings cut in half—for do 
not the assets of life insurance com- 
panies and banks consist almost entirely 
of the borrowings of corporations, mu- 
nicipalities, nations, individuals, in the 
form of notes, mortgages, and bonds? 

If borrowers have their burdens eased 
by devaluation instead of direct reduc- 
tion of their debts, will the results be 
any less detrimental to the 35 million 
life insurance policyholders or to the 
more than 30 million bank depositors? 
Devaluation will force these thrifty peo- 
ple to face sharply rising expenses and 
a reduced standard of living, in order 
that the debt burdens of borrowers may 
be eased. Once the example of devalua- 
tion is established, there will be pres- 
sure for further devaluation after every 
boom of the future, when borrowers are 
once more under pressure. 
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Latin-American 
survey 


(Continued from page 19) 
Guatemala, Brazil, Honduras, Costa 
Rica, Salvador and Peru are classified as 
Fairly Prompt, with a collection index 
of between 50% and 70%. Collections 
from Cuba and Colombia are only be- 
tween 40% and 50%, and are in the 
general classification of Slow. Both of 
these countries have shown a decline 
from the collection index of the previous 
survey. In the classification of Very 
Slow, which is below 40%, are such 
countries as Argentina, Paraguay, Bo- 
livia, Nicaragua, Uruguay, Ecuador and 
Chile. Argentina is the most notable 
in this classification in that the situation 
in this country in the opinion of those 
contributing to the survey, brought about 
so much delay as to permit of only a 
Very Slow rating for collections from 
this country. 

The general result of the credit and 
collection survey in the third quarter 
would indicate that a period of uncer- 
tainty exists, and may turn with basically 
favorable developments toward an up- 
ward movement over the last quarter, 
and into the new year. Prompt steps 
are necessary to definitely build toward 
better trade relations and a solution of 
exchange problems. The picture may 
again change with an unfavorable note 
and turn to more unstable and un- 
satisfactory conditions than now exist. 
Conditions are still difficult and will 
continue to be so for some time at best, 


Report on 
Fire Prevention Week 


Following the leadership of President 
Roosevelt, who issued a national proc- 
lamation, the National Board of Fire 
Underwriters reports, the governors of 
at least forty-three of the 48 States pro- 
claimed Fire Prevention Week in their 
respective States. 

The railroads and steamship lines of 
America, the National Board says, co- 
operated finely in distributing and dis- 
playing Fire Prevention Week posters. 
Many posters were also supplied to 
manufacturing plants in large numbers, 
and altogether the National Board dis- 
tributed more than 200,000 posters 
throughout the country. 

The demand for Fire Prevention 
Week stickers was so great this year that 
the usual supply was nearly doubled, 
and 2,000 posters of special size and on 


’ heavy stock were supplied to the Postal 


Telegraph Co. for display in its windows 
all over the United States. 
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Old Masters 





If youre satisfied with your position, 


YOU DONT WANT TO READ THIS AD. 


(Hand it to someone who likes to get ahead) 


AYBE you're one of those fortunate 
people who keep moving along 
without much effort. 


You don’t need many of the so-called 
“breaks’’ ; you probably have an inherent 
aptitude for business. Well then, you 
don’t need the aid of National Institute 


of Credit courses, either. 


But if you don’t, you no doubt know 
someone—some personal or business 
friend—who doesn’t always come up to 
scratch, who’s usually just a bit short 
of ringing the bell. And it’s likely he'd 


NATIONAL 
INSTITUTE 
OF CREDIT 


appreciate a tip about the N.I.C.—and 
its new course in credits and collections, 
for instance. 


Then why not tell him about it? And 
tell him, too, how easily home-study 
courses can fit into his daily schedule. 
And that the course in credits and col- 
lections includes such essentials as: 


Credit qualifications, ‘Credit Depart- 
ment organization, credit documents, 
types of credit, how to investigate, 
sources of credit information, financial 
statement analysis, collection methods, 


how to handle insolvencies and bank- 
ruptcies, credit safeguards. 


That’s sketchy. But it'll give you— 
and him—an idea of what the course 
offers. 


The importance of a sound knowl- 
edge of credit fundamentals today is 
obvious to anyone in business. You 
realize that. And he will—once he has 
started the course. 


Pass on the good word. Or just clip 
the coupon below. We'll do the rest. 


NATIONAL INSTITUTE OF CREDIT, Dept. 11, 


One Park Avenue, New York. 


(me) 
Please send (my friend) details of your NEW course in Credits and Collections. 
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Insurance 
digest 


Inaugurated be- 
cause of the credit 
fraternity's close 
contact with the 
insurance field 
and need of infor- 
mation about it. 


Tribute to 

\ insurance 

Paul Tomlinson, Financial Editor of 
Harper's Magazine, paid a fine tribute 
to stock fire insurance companies in a 
recent issue of that publication. His 
remarks also included a compliment for 
the National Board of Fire Under- 
writers. 

“At its 67th annual meeting held in 
New York the latter part of May,” Mr. 
Tomlinson writes, ‘the President of the 
National Board of Fire Underwriters 
made the interesting and significant 
statement that stock fire insurance is 
‘the only nation-wide business in the 
country about whose stability and ability 
to meet its engagements no doubt has 
been raised.’ 

“This is a highly honorable distinc- 
tion, but it does not mean that stock fire 
insurance has escaped the problems and 
difficulties which have faced business 
generally. Its difficulties have been 
many; its problems have been serious. 
All the more credit, therefore, that at 
no time has the financial condition of 
the stock fire insurance companies ex- 
cited public apprehension. No extraor- 
dinary measures have been necessary to 
enable them to continue to function in 
regular and dependable fashion. There 
has been no moratorium, state or na- 
tional, for stock fire companies. 

_ “Property owners throughout the pe- 
riod of the depression have been ade- 
quately protected against damage from 
fire. They have taken this protection 
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for granted, which in itself is a high 
compliment to the insurance companies, 
and the very best proof available that the 
business is financially sound and effi- 
ciently conducted. It is a fortunate 
thing for the country that this is so; 
with credits disorganized as they have 
been, with property values of all kinds 
not only ruinously depreciated but ex- 
tremely undependable, our economic 
plight would have been much worse 
even than it has been if the indispens- 
able protection of sound stock company 
fire insurance had been unavailable to 
the owners of goods, factories and 
homes. 

“The address of the President of the 
National Board of Underwriters at the 
annual meeting mentioned above showed 
in striking fashion the problems faced 
by the companies and the methods 
employed in solving them. Premium 
income in 1932 decreased over $58,000,- 
000 from the previous year. In the past 
two years premiums have shrunk 22.8%, 
due in large measure to the decline in 
the rate per $100 of insurance. Before 
the war stock fire insurance companies 
were receiving nearly $1.10 for each 
$100 of insurance they wrote; at the 
present moment the rate is scarcely more 
than 70 cents. These lowered rates in- 
crease the difficulties of the companies, 
and must not be carried too far if the 
people buying fire insurance are to have 
adequate protection, which after all is 
the one thing in which they are inter- 
ested. 

“In the year 1932, companies holding 
membership in the National Board paid 
$18,363,649 in state, national and local 
taxes, or 4.08 per cent of the total net 
premiums written in that year. Many 
people feel that fire companies, on sound 
economic grounds, should pay no taxes 
at all; certainly it is a questionable 
policy to use them as involuntary tax- 
gatherers. 

“All property owners must carry fire 
insurance. Is it fair to make them pay 
a tax of over four per cent for this 
necessary protection? Perhaps if policy- 
holders were all aware of the fact that 
they are paying this tax they might do 
something about it; also it would be to 
the advantage of the fire insurance com- 
panies if they made the situation clear to 
their clients, emphasizing the fact that 
part of the premium paid is not for fire 
protection at all, but for taxes, and out- 
side the control of the companies. To 
quote the words of the President of the 
National Board of Fire Underwriters 
once more: ‘If ever there was a time 
when the executives and other represen- 
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tatives of stock fire insurance were in 
duty bound to contribute the lessons of 
their experience to the formulation of 
the Nation’s economic and social poli- 
cies, this, in my opinion, is that time.’ 

“The stock company fire insurance 
companies, in spite of all the problems 
of business in the past three years, have, 
as one man put it, ‘been tried by fire 
and not found wanting.’ Their incomes 
have been greatly reduced, but they have 
reduced controllable expenses to bring 
them within their incomes. They have 
demonstrated in the past that their sys- 
tem was fire-proof; they have now 
shown themselves to be depression- 
proof. 

“Fire insurance is one of our great 
essential industries. A property owner 
would no more consider being without 
adequate fire protection, than without a 
lock on his front door. And properly 
written fire insurance, unlike some locks, 
always protects. 

“Further, the interests of the stock 
fire insurance companies are identical 
with those of the insuring public. 
These companies have proven that they 
are strong; it is to the interest of every 
holder of a fire policy to keep them 
strong. ‘They must not be taxed un- 
duly, and they must be allowed to fix 


A Reminder \/ 
Business 
Insurance 


May we remind 
you at this time of busi- 
mess insurance as a 
means of strengthening 
credit in business en- 
tities where earning 
power is dependent on 
the personality or 
knowledge of a “key” 
man. 


LIFE INSURANCE COMPANY 
OF Boston, Massacnu: 


SETTS 


A mutual dividend-paying company 70 years 
in business. Among the strongest in reserves 
and assets. Paid policyholders in 1932 over 
100 million dollars. Offers every phase of 
personal and family protection including 
Annuities and also Group forms for firms 
and corporations. 
Cc. M.11-33 
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rates so that a fair margin of safety for 
the protection of their policy holders re- 
mains over and above the necessary ex- 
penses of operation. 

“The fire insurance business is in 
sound condition today. This is because 
the bases of its operating structure have 
always been character and experience. 

“An improved economic situation is 
going to benefit the fire insurance com- 
panies just as it will help every other 
sound enterprise. An already strong 
system is going to grow stronger, a 
comforting thought for every owner of 
property, and a fortunate circumstance 
for the whole of our industrial civiliza- 
tion.” 





Tribute—No. 2 

President Roosevelt sent the following 
letter to Lester O. Schriver, program 
chairman of the National Association of 
Life Underwriters, which was read at 
the recent convention: 


“The White House, 

Washington, D. C. 

September 21, 1933. 
“My Dear Mr. Schriver: 

“Will you please express to all those 
present at the annual convention of the 
National Association of Life Underwrit- 
ters my sincere greetings and good 
wishes ? 

“Insurance, and particularly life insur- 
ance, plays a very important part in our 
national picture. It affords to the indi- 
vidual a margin of safety for his loved 
ones, thus enabling him to go about his 
business unhampered by fear for them 
in the event of accident or death and 
giving him wider latitude in his under- 
takings. 

“The merits of life insurance have 
now come to be well recognized and the 
insurance policy plays an important part 
in the background of the American 
family. In bringing this about you have 
rendered an outstanding service, and by 
the same token you have contributed in 
large part to our national progress. 

“I hope your convention is very suc- 
cessful. 

“Very sincerely yours, 
“Franklin D. Roosevelt.” 


@ Woman driver 

“Red or white gas, Miss?’ asked the 
filling station man. 

“Well; I need some red for the tail 
light. It’s gone out.” 


& Challenge 

“Hello, is this the Better Business 
Bureau ?” 

“Yes.”” 

“Well, how’d you like to come down 
and make ours a little better?” 





Accept the Acceptance 


MB More and more firms are using the Trade Ac- 
ceptance to put a maturity date on receivables, to bind 
the contract and create a real negotiable value for 
accounts. Trade Acceptances provide the cleanest-cut 
way to handle a credit transaction. Furnished in - 
single, double or triple form on safety check paper; 


the double and triple forms providing file records. 


Single Form 


TRADE ACCEPTANCE 


MATIONAL ASBUCIATION oF CREDIT WEN 
ACCEPTANCE COUNCIL 


pert) BANKERG ASSOCIATION 


vasos accent 
Perry 


THOWAL ASSOCIATION oF CREDIT WEN 
~ SOCIATION 
ACCEPTANCE COUNCIL 


MERICAM BANKERS AG! 


< 
os 


#3 
: 
: 
: 
& 
: 
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ereceewreo om red AMERICAN, 


DETACH BEFORE RETURNING ACCEPTANCE 


A TRADE ACCEPTANCE 

Is an acknowledgment of a debt by the buyer in favor of the seller, for merchandise that the selle: 
had placed in the hands of the buyer. The buyer agrees, in writing across the face of this accept- 
ance his name, the name and location of his own bank and the date, to pay the amount of this 
certain indebtedness at a certain time at his own bank. 

This varies from the open book atcount method only in giving the debt a negotiable value. 

According to a FEDERAL RESERVE BANK GOVERNOR'S OPINION, the of 
an Acceptance increases the financial standing of the giver, because it shows petal eer 





Single BPD 5 dhdh Devens 90 625.0: $3.75 
Form nk) a) 5.50 
ates cee 8.75 
i ae $6.00 

—— | ees ame ee ae 8.50 
ae nee 14.50 


Triple a etticisaciaes BO scciestmicmnaats $7.00 
Form 7 
























































Notes 
About 


Credit 
Matters 


Centralized 

y control needed 

A trade association secretary reporting 
to his clients the results of his efforts to 
defeat a composition offer of 10% was 
obliged to admit that while he repre- 
sented all the claims within his own in- 
dustry they were less than one-third 
the number and one-half the amount 
necessary to control. Due to the fact 
that these other claims were being 
handled by other similar organizations 
all went into court with the purpose of 
serving his own particular industry with 
the result that different interests got to 
working at cross purposes and the credi- 
tors paid the freight. 

This furnished another concrete ex- 
ample of how the failure of creditors to 
exercise just ordinary intelligence in con- 
trolling insolvent estates reacts against 
them in such a manner as may be com- 
puted in actual values, notes the 
Bulletin of The Credit Association of 
Western Pennsylvania, which includes 
Pittsburgh, Altoona, Johnstown, and 
Uniontown. 

The wise, economical and effective 
handling of such matters can never be 
accomplished until creditors learn to 
place their claims not with many or- 
ganizations but one whose obligation it 
is to protect the interests of all. It was 
to furnish creditors with such a medium 
as this that the Adjustment Bureaus of 
the various Associations were formed. 

Using these Bureaus in such instances 
as above referred to would not only 
produce satisfactory returns but forestall 
a great deal of the chicanery incident to 
composition settlements, many of which 
are put over for ridiculous amounts be- 
cause the debtor assumes that creditors 
will not mobilize and fight. 
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Trade terms 
being defined 


Many trade terms upon which neither 
business men nor writers have been able 
in the past to agree as to their definition 
are being defined in the Codes submit- 
ted to the National Recovery Adminis- 
tration. A number of terms in the field 
of marketing had to be defined by the 
Census Bureau in presenting the data 
from the Census of Distribution, while 
others which are used in the Codes must 
now have an agreed meaning established 
for the first time, ‘Domestic Commerce”’ 
reports. 

Business men have found when they 
meet in conference that they have dif- 
ferent ideas as to what some of the very 
commonly used terms mean, such words, 
for example, as “marketing,” “‘distribu- 
tion,” “wholesaler,” “‘overhead,” ‘‘cost,”’ 
etc. 

Although many of the codes contain 
some definitions, the codes for the 
wholesale and retail food and grocery 
trades will serve as an example of the 
extent to which these agreements are 
establishing a legal and accepted mean- 
ing for trade terms. The first Article 
of each of these codes deals with defini- 
tions, giving the meaning of fifteen 
terms used. The trades found it neces- 
sary to define a ‘‘wholesale grocer,” “‘re- 
tail grocer,” an “outside salesman,” 
“maintenance employee,” “apprentice 
employee,’ and eleven other terms. 

It may be found when all of the codes 
are compared with terms will have been 
defined differently by different trade 
groups, but the definitions now being 
written will serve to crystalize the mean- 
ing of terms now loosely used, and per- 
mit an accurate definition. 


Los Angeles 
convention 

‘Our National Convention next year 
promises to be one of the most valuable 
and enjoyable that we have ever had” 
reports Brace Bennit, Convention Direc- 
tor of the National Association of Credit 
Men, on his recent return from Los An- 
geles, where he has just completed the 
preliminary Convention arrangements 
with our hosts-to-be, the Los Angeles 
Credit Men’s Association. 

The Convention will be held from 
June 11th to 15th, a time of the year 
when Southern California will be at its 
best and the time of year when that 
whole section of the country will afford 
a most enjoyable trip to the delegates 
who plan to combine their vacation with 
their attendance at the Convention. 

We are most fortunate in the direct- 
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ing heads of the Convention work. Our 
National Vice-President, J. M. Rust, 
Treasurer of the Union Oil Company at 
Los Angeles, will be the General Con- 
vention Chairman and lend his excellent 
executive direction to the Convention 
promotion and the Committee work. He 
will be ably seconded by A. A. Nor- 
mandin, President of Normandin Broth- 
ers and President of the Los Angeles 
Credit Men’s Association, who will 
serve as Chairman of the Convention 
Executive Committee. At the right hand 
of these two leaders will be S. P. Chase, 
genial and efficient Manager of the Los 
Angeles Association, and O. S. Dibbern, 
Western Division Manager of the Na- 
tional Association of Credit Men. 

The Convention headquarters hotel 
will be the Los Angeles Biltmore. Not 
only is it most livable and complete in 
caring for the personal comforts of dele- 
gates, but its arrangements for general 
sessions, group meetings, sectional ban- 
quets and special affairs of all sorts is 
complete. The hotel management has 
been most cooperative in making the 
preliminary arrangements and in assur- 
ing us of complete accommodation so 
that all delegates may be housed in the 
Convention headquarters hotel at a cost 
that is reasonable, both as to rooms and 
meals. 

The Convention Director met with 
the Los Angeles Convention Committee 
on the Convention work that is neces- 
sary to start immediately. It is super- 
fluous to emphasize the enthusiasm of 
our hosts or the assured energy they will 
give to perfecting all necessary Conven- 
tion arrangements. 

Interest in the Convention is already 
much in evidence. Many Associations 
are tying the Convention in with their 
membership and promotional work, 
notably those in the Western Division 
(although this also applies to several in 
the other sections of the country), who 
are making a whole or partially paid ex- 
pense trip to the Convention the reward 
for attaining certain record of member- 
ship acquisition during the year. 


Foreign exchange 
problems analyzed 


The Foreign Credit Interchange Bu- 
reau of the N. A. C. M., is sponsoring 
a series of Round-Table Conferences on 
Foreign Exchange and Collection Prob- 
lems during the winter months. 

These meetings are being held at the 
Hotel Pennsylvania on the first Wednes- 
day of every month, and Mr. P. M. 


. Haight, Secretary-Treasurer of the In- 


ternational General Electric Company, 
and President of the New York Credit 
(Continued on page 37, col. 3, bottom) 
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Credit careers 








H. E. ENGSTROM 


A new member of the official fam- 
ni of the National Association of 
i Credit Men is Mr. H. E. Engstrom, 
credit manager for G. Sommers & 

Co. of St. Paul, Minn. 

Mr. Engstrom is forty-seven years of 
age and was born in St. Paul. He has 
traveled extensively in Europe, Alaska 
and Canada, finding keen pleasure and 
satisfaction in intimate contact with 
other people in their native surround- 
ings. 

For many years he has been most ac- 
tive in the affairs of the St. Paul Associa- 
tion of Credit Men, also serving on 
committees of the National Association 
of Credit Men. Last year he was a 
member of the Nominating Committee 
at Detroit. 

In 1929 he headed the local commit- 
tee for the raising of the Second Credit 
Protection Fund and was the first of 
such committees to report the raising of 
its quota 100 per cent. 

At the Milwaukee Convention last 
June Mr. Engstrom was a member of 
the Resolution Committee. At the close 
of this meeting he was chosen a director 
of the N. A. C. M. St. Paul has a 
worthy representative, indeed. 


Promotions: 


Cleveland 

The Harris Seybold Potter Co., Cleve- 
land, is pleased with the selection by 
the board of directors on September 27, 
1933, of Norman L. Daney as general 
manager of the company. 


Mr. Daney, a graduate engineer, has 
had extensive experience in corporate 
management, having been directly con- 
nected with production, accounting, and 
sales departments. He joined the Harris 
organization in May 1932 and was 
elected treasurer and director a few 
months later. 

Mr. Daney’s experience includes eight 
years in the engineering department of 
the United States Steel Corporation; 
eighteen years with the Cooper-Bessemer 
Corporation, Mount Vernon, Ohio, in 
various capacities as engineer, produc- 
tion manager, treasurer, and comptroller. 





Mr. Daney 


Coincident with his duties as treasurer 
of the Cooper-Bessemer Company, he 
acted as treasurer and general manager 
of two affiliated companies—the Chap- 
man Engineering Company, a sales en- 
gineering organization devoted to 
manufacture and sale of industrial gas 
making machinery; and also treasurer 
and general manager of the Chapman 
Stein Furnace Company, sales engineers 
of industrial furnaces. 

Mr. Daney in addition to his duties 
as general manager of the company will 
continue to serve as treasurer. He repre- 
sents the firm in the Cleveland Associa- 
tion of Credit Men. 


Salt Lake City 

Mr. A. B. Smith, of the Utah Whole- 
sale Grocery Company, formerly credit 
man of this business, has been promoted 
to the General Management of the firm, 
succeeding the late John C. Deal. The 
company is a member of the Inter- 
Mountain Association of Credit Men at 
Salt Lake City and does an extensive 
grocery business in the states of Utah, 
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Idaho, Wyoming, and Montana. This 
promotion is undoubtedly well deserved 
and speaks well for the influence of the 
Credit Department in the affairs of such 
a large corporation. 


Boston 

Ira Mosher has been elected Vice- 
President and General Manager of the 
American Optical Company. Since join- 
ing American Optical Company in 1922 
as Comptroller and Assistant Treas- 
urer, Mr. Mosher has been called upon 
to accept added responsibilities each 
year. He has served as Chairman of 
the Operating Committee and was 
elected Treasurer of the Company in 
1931. 

He came there from Northwestern 
Leather Company, Boston, and was 
previously with Scovell-Wellington Com- 
pany of Boston in public accounting 
work and is a Certified Public Ac- 
countant of Massachusetts. 

In addition to his AOCo. affiliation, 
Mr. Mosher has been actively connected 
with many local activities and enter- 
prises. He is a Director of Hamilton 
Woolen Company, Treasurer and Direc- 
tor of the Russell-Harrington Cutlery 
Co., Director of the Southbridge Na- 
tional Bank, and Treasurer of the Better 
Vision Institute, New York. He has 
been active in local Government affairs 
by serving as Chairman of the Finance 
Committee and of the Town Govern- 
ment Committee, and also in the Boston 
Credit Men’s Association. 

Edward E. Williams was appointed 
to succeed Mr. Mosher as Treasurer of 
American Optical Company. Mr. Wil- 
liams joined the local Company in 1923 
after having served some years with 
Scovell-Wellington Company. He came 
here as Assistant Comptroller and was 
made Comptroller in 1931. Mr. Wil- 
liams is a Director of the Comptrollers’ 
Institute, of America. 


(Continued from page 36) 


Men’s Association is the Chairman. 

The meetings are open to any firms 
interested in the problems to be dis- 
cussed and out-of-town firms may sub- 
mit questions in writing which will be 
taken up for discussion if time permits. 

Minutes of the meetings are available 
at $1.00 per copy. The first meeting 
was on Oct. 4 and the next on Nov. 1. 

In submitting. questions for discus- 
sion, or ordering copies of the minutes, 
address Mr. Kenneth H. Campbell, 
Service Manager of the Foreign Credit 
Interchange Bureau, 1 Park Ave., N. Y. 
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Uncle Sam's 
’ helping hand 


(Cont. from page 31) is not so clear. One 
may describe the economic structure as 
having as its base single business enter- 
prises, then a grouping of these units 
into industries, and then the whole, our 
economic system. It is evident that the 
obligations of the Government increase 
as one expands the breadth of one’s 
vision. It would be a decided misuse 
of public funds for a Government 
agency to engage in work and study 
which would result solely in profit to 
an individual enterprise. It might be 
proper for the Government agency to 
render assistance to an entire industry. 
It certainly is proper for the Govern- 
ment to undertake studies which may 
result in benefit to the entire economic 
system. To be sure, these distinctions 
are not always easy to make. It may 
be, for example, that some research proj- 
ect may properly be undertaken in a 
limited field in order to determine upon 
a method which could later be applied 
to similar projects by private agencies. 


Perhaps nothing better illustrates this 
point of view than the general policy 
of the Government with regard to inter- 
ference in economic matters. When a 
single business enterprise proves unsuc- 
cessful, the Government shows little 
apparent concern ; when a whole indus- 
try appears to be in trouble, the Gov- 
ernment sometimes shows concern; 
when the entire economic system ap- 
pears to be in difficulty, then the Gov- 
ernment accepts the responsibility for 
dealing with the situation. If, then, 
the Bureau of Foreign and Domestic 
Commerce represents the service arm of 
the Government in connection with busi- 
ness activity, and if the Government's 
primary. concern is with the economic 
system as a whole, it follows that the 
entire sweep of industrial activity comes 
within the scope of the Bureau of For- 
eign and Domestic Commerce. Its work 
must be so planned as to provide that 
basic information so essential to deter- 
mination of wise policy. 


When a patient is critically ill, the 
doctor seeks every possible bit of avail- 
able.data. He examines every symptom ; 
he keeps the patient under almost con- 
tinual observation; charts are drawn of 
temperature, and statistics kept of blood 
pressure. The doctor then draws upon 
his own experience and the experience 
of other doctors dealing with similar 
ailments in the past. He may prescribe 
an operation, but after the operation— 


unless it is obviously unsuccessful—he 
does not stop his careful study. He 
watches for the possible emergence of 
new difficulties and the disappearance 
of certain complications. 


This same procedure must be fol- 
lowed in any attempt to attain stability 
in our economic system. Each business 
man must continually review his own 
records; each industry must be studying 
its internal developments; and the Gov- 
ernment representing industry as a whole 
must keep its finger on the pulse. 


This would not be a fair picture— 
assuming that such a hasty sketch can 
be described as a picture at all—if it 
did not indicate the services which the 
Bureau of Foreign and Domestic Com- 
merce renders to other branches of the 
Government. One is apt to think of 
Government organization as consisting 
of a number of separate Departments 
housed in separate buildings with high 
barriers between. As a matter of fact, 
there is an extraordinary amount of in- 
ter-Departmental activity continually 
going on. 


In problems of international economic 
policy, where jurisdiction rests with the 
State Department, underlying data are 
usually provided by the Bureau of For- 
eign and Domestic Commerce. When 
financial problems have definite interna- 
tional implications, the Bureau con- 
tributes its material to the Treasury 
Department. The National Recovery 
Administration and the Agricultural Ad- 
justment Administration have leaned 
heavily upon the Bureau. As varied 
organizations as the Tariff Commission, 
the Tennessee Valley Authority, the 
Emergency Conservation Work, the 
Shipping Board, and the Subsistence 
Homestead Division have all recently 
been served by the experts on the Bu- 
reau’s staff. Likewise, the Bureau con- 
tinually receives assistance from other 
agencies. 


The future of the Bureau of Foreign 
and Domestic Commerce is extremely 
difficult to forecast. The possible scope 
of its service to the business community 
has steadily widened. Cooperation be- 
tween industry and the Government in 
solving our economic problems offers 
great potentialities. With a desire on 
the part of the Government to be of the 
greatest possible service, and an eager- 
ness on the part of industry to cooper- 
ate, great strides can certainly be taken 
in the direction of achieving that longed. 
for goal of security and stability in our 
economic life. 
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Gauging 
Y “Capacity to Pay" 


(Cont. from p.9) volume of sales)—This is 
the volume of Sales divided by the Liquid 
Capital. When this turnover is greater than 
others in same business, it might show either 
speculative tendencies or insufficient capital 
to do the volume. If this large use of credit 
does not bring large profits, it become: sub- 
ject to added criticism. 

TURNOVER OF MERCHANDISE—(in 
comparison with the Turnover of Liquid 
Capital)—This is the volume of Sales di- 
vided by the value of the Merchandise in- 
ventory. In general, the Turnover of Mer- 
chandise in businesses operating on a mod- 
erate gross profit, should be greater than 
the Turnover of Liquid Capital to insure a 
net operating profit. 

MERCHANDISE TO RECEIV ABLES—An 
excessive percentage of merchandise would 
indicate either an inventory badly assorted 
for sales purposes or one not properly de- 
preciated or speculative tendencies for a rise 
in values. 

MERCHANDISE TO LIQUID CAPI- 
TAL—An undue proportion of Merchandise 
to Liquid Capital is an indication of a poorly 
proportioned Current Ratio as well as a 
business operating on too large a volume for 
its Liquid Capital. 

DEBT REFLECTED IN MERCHAN- 
DISE—This is the dollar deficiency between 
the total of cash and receivables and the 
total debt, to show the amount of liability 
to be met from future sales of merchandise. 

NET PROFIT TO GROSS CAPITAL— 
This is the percentage of Net Profit to total 
capital investment. This demonstrates 
whether the earning power of the business 
is in good proportion to the investment 
therein. 

PLANT TO GROSS CAPITAL—This is 
the percentage necessary to see where large 
investment in plant is shown. Excessive in- 
vestment in plant and machinery is often 
the cause of short profits, and inability to 
liquidate current debts. 

CASH TO BANK LOANS—This is the 
percentage of cash on hand to bank loans 
including bank acceptance obligations, and 
is useful to demonstrate the ability of the 
borrower to carry a reserve against obliga- 
tions to bank creditors. 


Mr. Benjamin pointed out that only 
the first six of the above formulas are 
needed in the average credit analysis 
and that the others are presented merely _ 
for use in special cases. 


@ Rejuvenation 

An old man went to a gland special- 
ist and asked how much it would cost to 
rejuvenate him. 

“To make you feel like 30 again, it 
will cost you $1,000,” said the surgeon. 
“But to make you feel like 25 again 
will cost $2,000, and anything below 
that age $5,000.” 

“I don’t care about the cost; just 
make me 18 again,” said the oldster. 
The operation was a success. But when 
the surgeon sent in his bill the rejuve- 
nated one sent it back with this notation: 
“You can’t collect from a minor.” 

—Lonisville Credit Chips. 
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@ Overconfident 

Applicant: I am a practical farmer. 
I can plow, reap, milk cows, shoe a 
horse—in fact, I should like you to tell 
me one thing about a farm which I 
cannot do. 

Farmer (edging for the door): Can 
you lay an egg? 


@ Reason for thankfulness 
“Thankful! What have I to be 
thankful for? I can’t pay my bills.” 
“Then man alive, be thankful you 
aren’t one of the creditors.” 


Is your 
\ brain insured? 


(Cont. from page 13) an article which 
has appeared previously and for this 
reason I will not touch on the 
manner of handling this insurance. If 
for some reason, it is not clear, I refer 
you to the December, 1932, issue. I do, 
however, wish to emphasize the impor- 
tance of having a business insurance 
agreement to go with the protection and 
the advisability of using a trust com- 
pany to administer the proceeds of the 
policies. 

There is another field for life insur- 
ance and since there is a field for selling 
it, there must be a need for buying it. 
This is the replacement value of an im- 
portant employee or a “key” man. If 
you are a manufacturer and you have 
a designer whose ideas you sell, you 
need replacement insurance to protect 
you against the loss by reason of his 
death “in season” when you cannot get 
another. Another angle of the idea... 
if these people are valuable in the event 
of death, they are still valuable while 
alive, should they leave to go to a com- 
petitor. Therefore, to keep goodwill and 
to make the employee happy, a policy is 
bought and paid for by the firm and 
GIVEN to the said employee, made pay- 
able to whomever he might wish, and 
the premiums paid annually by the firm. 

This idea is the sole one behind group 
insurance, and if the idea is valuable on 
a large scale, its value increases as the 
idea is concentrated on the key man. In 
this instance, and it is practically the 
only type case, the premiums involved 
are a deductible item from income tax. 
This does NOT apply in replacement 
insurance, for the deduction is only al- 
lowed where the firm does not benefit 
from the proceeds of the policy. 

Still another field which is opening up 
is the use of Life Insurance as a sinking 
fund to retire a bond issue, a mortgage, 
or to provide cash for any given reason 
at some future date. Since the well 


known Wall Street explosion in 1929, 
people are turning to Life Insurance in 
the form of Endowment Policies to do 
this, only because of the GUARAN- 
TEED RETURN, plus a reasonable in- 
terest yield in the form of dividends. As 
an example of this type of protection, I 
cite the case of the B. T. Harris Com- 
pany of Hartford, Connecticut. 

Case D: 

In 1928 the B. T. Harris Company 
decided on an expansion program and 
floated a one million dollar, five percent, 
bond issue. In order to make it more 
attractive, the Wall Street bankers in- 
sisted on a clause providing that at the 
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LAST YEAR 23,582 foreign claims— 
claims which had to be handled in 
cities other than those in which the 
policies were written—were settled 
through this Company’s 10,000 agen- 
cies and claim offices. 

The Seattle policyholder who fig- 
ures in an accident in Albany need 


but telephone our Albany agent. 


USF&G 


UNITED STATES FIDELITY AND GUARANTY COMPANY 
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Home Offices 
BALTIMORE, MARYLAND 


death of Mr. Harris, prior to 1948 when. 
the bonds were callable, the bonds would 
immediately be redeemed at 106. In 
order to protect this hazard, one million 
dollars of life insurance on the twenty 
year endowment plan was purchased on 
Mr. Harris’ life. This policy was to 
act as a sinking fund to meet the obli- 
gation when due, but in addition, would 
act as an investment due to dividend 
return which would start at some 
$6,000.00 and work up to approximate- 
ly $18,000.00 at the end of the 20th 
year. These dividends would not be 
reported on the Federal Income Tax 
Return until the total (Cont. on page 41) 
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An idea and experience ex- 
change on equipment, system 
and management in the mod- 
ern credit and business office. 


Burroughs has 
large exhibit 

* 

Displaying more than 100 business 
and office machines, such as typewriters, 
cash registers and accounting machines, 
and occupying more floor space than 
ever before, the Burroughs Adding Ma- 
chine Company's exhibit at the National 
Business Show was one of the most 
impressive ever sponsored by Burroughs. 

Included in the display were the fol- 
lowing products: Improved models of 
standard typewriters and also those hav- 
ing motor-returned carriages; new cash 
registers in several registering capacities 
and various color combinations; new 
typewriter bookkeeping machines with 
many improved automatic features; low- 
priced desk model bookkeeping ma- 
chines which put mechanical bookkeep- 
ing within reach of thousands of the 
smaller businessess; a food-beverage 
cash machine for restaurants and beer 
dispensers ; a new bank posting machine 
which gives the required information for 
calculating service charges and for ana- 
lyzing accounts; as well as many other 
entitely new machines and develop- 
ments. 

Given an outstanding part in the dis- 
play was the new Burroughs Typewriter 
with motor-returned carriage. Special 
demonstrations dramatically presented 
the ‘advantages of the motor-returned 
carriage over the ordinary hand-returned 
carriage. In speaking of the importance 
of this new machine, President Backus 
of the Burroughs Adding Machine Co., 
said, ‘We believe that the greatest ad- 
vance made in the typewriter art in 
many years is the introduction of the 
new ‘Burroughs typewriter with an elec- 


tric motor to return the carriage, shift 
the platen and do the vertical spacing. 
As these three operations are all con- 
trolled from the keyboard, the operator's 
hands can remain in typing position 
without the interruptions required to 
perform the same operations on the ordi- 
Mary typewriter.” 

In the accounting machine division 
were two outstanding improvements, 
namely, a typewriter bookkeeping ma- 
chine with new automatic features in- 
cluding electrically driven result keys 
which permit printing a total or balance 
by the depression of a single key with- 
out the use of the motor bar, and a 
commercial bookkeeping machine with 
a new type of carriage for posting ledg- 
ers and statements, both being originals. 

A full line of desk model or portable 
adding machines comprised another 
unit of the display. These included the 
newest models with plus and minus 
motor bars, subtracting as easily as they 
add and computing credit balances. 
Adding and adding-subtracting machines 
were shown with various capacities and 
in a variety of finishes and colors. 

A portion of the exhibit was devoted 
to Burroughs Calculators including the 
popular electrically-operated models. 
These machines were demonstrated on 
various applications most prominent of 
which is the summary board method of 
distribution, analysis and summariza- 
tion. 

Correct-posture chairs, which now in- 
clude a design for executives, were on 
display as well as in use at the exhibit. 

The exhibit included a display of 
accounting machine and _ typewriter 
accessories, such as carbon paper, adding 
machine and typewriter ribbons, and 
rubber keytops. 


Dr. Johnson and Mr. 
Y Morgan, Sr., agree! 


Although somewhat chagrined over 
the current “state of stocks,” brokers 
and market followers in Wall Street 
gathered a hearty laugh out of a pamph- 
let quoting a letter written by Dr. Sam- 
uel Johnson, the great English literary 
light of the eighteenth century, to a Mrs. 
Thrall on the “State of Stocks.” 

It was dated October 6, 1783, a dec- 
ade before a group of New York 
brokers met under the buttonwood tree 
in Wall Street to trade. 

Whatever differences existed between 
stock market conditions then and now, 
Dr. Johnson was in agreement with the 
late J. P. Morgan that the most certain 
thing about stocks was that they would 
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fluctuate. ‘Their essence seems to be 
fluctuation,” notes Dr. Johnson. 

The paragraph, as printed in the 
pamphlet, which preserves the old spell- 
ing and flavor, follows: 

“The state of stocks I take to be this: 
When in the late exigencies the ministry 
gave so high a price for money, all the 
money that could be disengaged from 
trade was lent to the public. The stocks 
sunk because nobody bought them. 
They have not risen since, because the 
money being already lent out, nobody 
has money to lay out upon them till 
commerce shall by the help of peace 
bring a new supply. If they cannot 
rise, they will sometimes fall; for their 
essence seems to be fluctuation. But the 
present sudden fall is occasioned by the 
report of some new disturbances and de- 
mands which the Irish are machinating.” 

All of which enhanced the standing 
of Dr. Johnson in Wall Street as one 
of the original market letter writers. 
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Is your 
Y brain insured? 


(Cont. from page 39) of same, plus the 
cash value of the policy, equalled the 
tital premiums, which point would not 
be reached for some sixteen or seventeen 
years, at which time the annual dividend 
would be reported as taxable income, 
and this for only three or four years. 
Unfortunately for Mr. Harris he was 
killed six months after the program was 
executed, with the result that the bonds 
were recalled at 106—the holders earned 
214% interest for the six month period 
—the company was relieved of its obli- 
gation—the expansion program and the 
plans of the company went on and on 
and on . . . all for $52,000.00. 

The same is true where the insurance 
is used to amortize a mortgage or to 
replace an expensive piece of machinery. 
A deferred annuity plan is sometimes 
used where income is desired at a future 
date, or where, under such a plan, the 
cash value may be withdrawn and would 
provide a greater amount than through 
Life Insurance. The advantage of the 
annuity is greater cash—the disadvan- 
tage is a mere refund of deposits as 
against payment of face of policy under 
life insurance, in the event of prior 
death. 

In conclusion, we might say that 
wherever there is a need for money, that 
need can be GUARANTEED by means 
of life insurance, whether it be known 
as “Business Insurance” ‘‘Family Insur- 
ance” “Brain Insurance” or the very 
simple and plain “Life Insurance.” This 
need exists in all types of business, large 
or small, single or multiple man-power 
organizations, whose interest is to keep 
the business intact. 


Traditions 
M and pioneers 


(Cont. from page 21) : 
There came to the front also at this 


time a determination to curb one of the 
favorite practices for defrauding credi- 
tors within the law by selling stocks of 
goods in bulk by debtors who flitted 
away after the sale had been consum- 
mated and could seldom be reached or 
heard of. This type of sale was beyond 
the powers of the credit department to 
control, it was strictly within the law 
and, therefore, to, curb it and to protect 
creditors against the insidious practice, 
special legislation had to be devised for 
enactment in the various States. From 
this agitation there arose the Bulk Sales 


Laws that now control in all of the 
States and territories of the nation. 
This particular work of the National 
Association of Credit Men has saved 
creditors a vast fortune measured in dol- 
lars and it is a protection for which 
present day business should be forever 
grateful to the organization and those 
who so laboriously worked it out. Min- 
nesota was probably the pioneer in the 
Bulk Sales Law field, having obtained 
a statute in 1899. At the fifth Conven- 
tion in Milwaukee during June, 1900, 
the delegates were very much aroused 
by this important crusade and by what 
Minnesota had accomplished. The Leg- 
islative Committee expressed gratitude 


and encouragement to the Associations _ 
that were campaigning for the measure 
and following the Convention Maryland 
and Louisiana took their places as pio- 
neers in this legislative campaign. From 
year to year other States were added to 
the roster until the business of the na- 
tion had thrown around it a cordon of 
protection that has meant much more 
than the public mind will ever conceive 
in the saving of waste and the defense 
of business honesty. 

At the Milwaukee Convention, where 
the proceedings began to show the for- 
mative power of years and a stronger 
grasp of the nation’s credit needs, Mr. 
Field was reelected (Cont. on page 42) 





A clear statement of policy* of a casualty insur- 
ance and bonding company that has paid over 
$258,000,000 in claims to its policyholders. 


“The Maryland Casualty Company has 
always tried to look at the question of 
claim adjustment from the standpoint 
of the policyholder.” 
“This means that when an assured 
of the Company promptly reports an 
accident . . . he can relieve himself of 
further concern in connection with it 
(up to the limit of his policy). .... 
This eliminates as well, all necessity 
for correspondence with claimants and 


their legal representatives, or 
worry about State laws.” 
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WE DO OUR PART 


*From “Facts about the Maryland”, the source-book of in- 
formation for prospective and new agents of the Company. 
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Traditions and 
Y pioneers 


(Cont. from page 41)for a second term 
and the new Secretary, Mr. Prendergast, 
could report for the year a generous in- 
crease in membership with a total roster 
of 3006 

Mr. Field’s second term was occupied 
with the persistent efforts to amend the 
National Bankruptcy Act, to secure Bulk 
Sales Laws and the arising of a new 
plan that had occupied very much of 
the credit thought to prosecute credit 
crimes. This was one of the original 
ideas of the organizers and it had been 
resolved by the Committee of Investi- 
gation that a fund of $10,000 should be 
raised by popular subscription and used 
quickly and judiciously in the investi- 
gation and prosecution of credit fraud. 
The idea was one of the most foremost 
at the Milwaukee Convention. 

Each year strengthened the sinews of 
the National Association of Credit Men; 
each year consolidated the sentiment and 
the ideas of credit departments toward 
what an organized effort could accom- 
plish; each year recorded progress, and 
with an eye single to sound and con- 
structive objectives, with internal poli- 
tical contentions, consistently tabooed, 
there was no opposition or unfriendly 
criticism that could hold back the Asso- 
ciation’s onward march. 

When the sixth Convention assembled 
in Cleveland during June, 1901, there 
could be distinctly felt a spirit of com- 
radeship that was knitting the credit 
fraternity together in the finest bonds, 
and that could only be disturbed or 
stunted by a rising tide of commercial- 
ism that swept the best of humanities 
into the swirl of greed. The Conven- 
tion was enthusiastic, the entertainment 
splendid, and the election carried through 
with only the friendliest debates. Mr. 
E. A. Young, of St. Paul, was elected 
at Cleveland to succeed Mr. Field. Mr. 
Young had been among the foremost 
of the Association’s active workers, his 
ideas were usually convincing and it was 
only natural that he should receive the 
highest gift within the Association’s 
power. 

It was no stretch of the imagination 
to realize that the five years of func- 
tioning with a consistency of ideals, 
with selfishness completely discarded, 
had laid a foundation upon which a 
great and imposing structure could be 
built. There could be no question now 
of the Association’s usefulness. It had 
accomplished and was in the process of 
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accomplishing its highest objectives. It 
was commanding public attention, it was 
winning confidence, and all that was 
needed was the building of a structure 
that could stand the divers currents of 
business ambition and ideas. The foun- 
dation years showed not the least crum- 
bling, there was a solidity that defied 
the severest attacks. . There was an ideal- 
ism that mellowed the credit profession 
and made human beings of men who 
had formerly thought that they should 
go about their work as beasts of prey. 


During these foundation years there 
was found in the forefront of all seri- 
ous activities and difficult objectives a 
number of very fine men whose names 
should be blazoned high in the Hall of 
Honor; I should like to mention all of 
them but only a few can be included in 
this historical sketch; I would mention 
in addition to those who were presented 
in former chapters John R. Ainsley, of 
Boston, A. C. Case, of Pittsburgh, 
Thomas Todd, of Baltimore, C. S. Fos- 
ter, of New Orleans, J. T. Jenkins, of 
Nashville, F. W. Standart, of Denver, 
G. B. Pulfer, of Detroit, S. J. Kline, of 
Chicago, George G. Ford, of Rochester 
and Charles E. Meek of New York. 


As a physical measurement of what 
the credit technique in the process of 
creation by the Association had actually 
accomplished for commerce and for fi- 
nance, it is interesting to note that in 
1900 our steel production for the first 
time exceeded 10,000,000 tons,—an in- 
crease of more than 100% in ten years. 
Copper production during the same 
period increased 150%, farm produce 
increased in value very nearly 100%, our 
manufacturing output increased 25% 
and our exports reached the high figure 
of nearly $1,250,000,000—the most im- 
pressive figure in this field of activity in 
our entire history. Bank clearances very 
neatly doubled in the decade, passing 
the seven billion mark in 1900. Our 
gold stock increased 60%, our bank 
deposits and bank loans recorded also 
large increases during the decade. The 
larger portion of this progress occurred 
in the last five years of the decade. 


There was much that the founders 
could be proud of in the building of 
the foundation and when entering the 
twentieth century there was a great deal 
to encourage and to inspire, an organi- 
zation of the very highest ideals and the 
most constructive purposes had been 
presented to the nation and it would 
make a lasting impression upon its com- 
merce. 


Canal-boat 

M prosperity 
(Cont. from page 12) it with the deter- 
mination to make it work! 

But first there must come a change of 
mental attitude. We too must develop 
as they are doing in Europe, a philos- 
ophy of life which says that the in- 
terests of society, rather than those of 
the individual or the firm, are para- 
mount. Unmistakably there is develop- 
ing a feeling that men can no longer be 
allowed to reap unlimited profits for 
themselves while cutting the wages of 
their employes to a subsistence level. If 
the profit motive is to be limited in its 
Operations new incentives must be devel- 
oped to motivate our business leaders so 
they will give us their best. Business 
men, in short, must be educated to adopt 
the professional attitude toward their 
work and their livelihood. 

A profession, as I understand it, is 
constituted in any field of work where 
there is an accepted body of knowledge 
command of which is a pre-requisite for 
entrance, a code of (Cont. on page 47) 


Insurance 

Y guards credits 
(Cont. from p. 17) sufficiency of coverage 
in amount, but it also gives the reader 
of the statement an opportunity to check 
the quality of carriers of insurance cov- 
erage. The importance of the financial 
strength and type of carrier should not 
be overlooked. 

Business Interruption, Leasehold and 
Rental Income insurance are three forms 
of insurance that are particularly neces- 
sary in certain types of business. Such 
concerns that have fixed overhead in the 
way of salaries to essential employees, 
fixed charges of any kind; that have in- 
come from rents on which they depend 
to meet overhead and expense find these 
types of protection necessary. 

The remaining questions on coverage 
speak for themselves. 

It is the intention that subsequent 
articles covering the specific lines of in- 
surance as set forth in the statement 
will go more into detail and emphasize 
the points to be considered in analyzing 
the insurance statement and making any 
necessaty corrective suggestions. The 
chain is no stronger than its weakest 
link and the insurance protection carried 
by the debtor can certainly be regarded 
as one of the links in the chain of fac- 
tors that result in the acceptance of 
credit. 
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~4Answers {o 
credit 


_questions 
A 


Conducted by E. B. Moran 


The National Association of Credit 
Men supplies answers to credit ques- 
tions and some of the answers, of gen- 
eral interest, are printed regularly in 
Credit and Financial Management. 
Advice cannot be given, however, re- 
garding legal rights and liabilities. 
Such advice should be obtained from 
an attorney to whom all the facts 
should be stated. When such inquir- 
ies are received, information is fur- 
nished only as to the general principle 
of law involved. 


Garnishment 

Q. In the State of Massachusetts, is it nec- 
essary to have a judgment against a debtor 
in order to garnishee his salary? 

A. No. It is not necessary even that an 
action be brought. Theoretically the gar- 
nishment papers indicate a pending action, 
but it is not strictly necessary to file the 
action before the garnishment occurs. 


Bulk sales act 

Q. In a previous issue of Credit and Fi- 
nancial Management you referred to the 
states requiring a five-day notice to creditors 
by the purchaser of goods in bulk. In what 
does this notice consist, and how must it be 
given? 

A. The notice consists in a declaration by 
the purchaser to all creditors of the seller, 
that he (the purchaser) is buying the entire 
stock and fixtures of the seller in bulk on a 
day named. No specific manner is indicated, 
but thirty-four states require the notice to 
be given “personally or by registered mail.” 
In Idaho and Oregon the notice may be given 
“personally, by wire or by registered mail.” 
Somes states merely say ‘notify,’ without 
specifying -how, and Montana and Washing- 
ton do not require any notice. 


Bankruptcy 

Q. Under the New York State law is a 
judgment more than four months old at the 
time of bankruptcy a preferred claim? 

A. Under the bankruptcy law, a judgment, 
no matter how old is never a preferred claim. 
This is true even if execution has been en- 
tered on the judgment. Moreover even when 
a levy has been made under the execution 
any property found in the hands of the 
sheriff or marshal is subject to the jurisdic- 
tion of the bankruptcy court. 


Remittances 

Q. When a debtor is indebted to a creditor 
on a secured and an unsecured account 
simultaneously, and the debtor makes a re- 
mittance not specifying for which account, 
must the creditor apply it to the secured 
account? 

A. No. When a debtor makes no indica- 
tion as to which account the payment is 
made on, the creditor may apply it to either. 


Public works construction 


Q. In construction of a public building, 
must a contractor hire all union labor? 
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A. No. Under Title 2 of the National 
Industrial Recovery Act, a contractor engaged 
in public work may procure highly skilled 
labor from local trade unions, but if the 
local fails to produce such labor within forty- 
eight hours, it must be obtained throu, 
local reemployment agencies designated by 
the United States Employment Service. 
Wherever possible, all non-skilled labor must 
be procured from the reemployment agencies. 


Election of remedies 

Q. If a ay to a contract has more than 
one remedy on the contract and brings an 
action based on one remedy, can he bring an 
action based on the other if he loses? 

A. No. He is deemed to have made an 
election. The law says that where the plain- 
tiff has more than one remedy on the same 
cause of action, and the relief obtained under 
one would obviate the others, and when he 
brings an action on one theory, he has made 
an election and is automatically precluded 
from bringing an action on the others. 


Books 

Q. Can you give me a list of six outstand- 
ing books on matters pertaining to Credits 
and Collections? 

A. Credit and Its Management—Tregoe 
(Harpers, N. Y.) 

Credits and Collections—Ettinger and Go- 
lieb (Prentice-Hall, N. Y.) 

Effective Collection Methods—Gardner and 
Fall (Ronald Press, N. Y.) 


Money circulation 

Q. In the compilation of financial statis- 
tics, does a lesser or greater amount of money 
in circulation indicate greater prosperity? 

A. A lesser amount. Money in circulation 
is money outstanding from the United States 
Treasury, and a greater amount indicates slow 
turnover, and in many cases hoarding. When 
business is good, money changes hands quick- 
ly with the result that there is less in cir- 
culation than when business is slow, and 
people are slow to spend it. Of course, the 
amount of money in circulation is not the 
only indication of the trend of business vol- 
ume, due to the ratio of bank credit en- 
gendered by a single cash deposit. 


Shipping 

Q. In your column in Credit and Financial 
Management for October you established the 
liability for goods destroyed in transit under 
an F.O.B. contract. Under the same set of 
facts whe would stand the loss under a 
C.1.F. contract? 

A. Uncer that set of facts the goods were 
shipped from Chicago, Illinois to Bloomfield, 
New Jersey and destroyed near Binghamton, 
New York. There the loss devolved upon 
the purchaser because the goods had passed 
the F.O.B. point, Pittsburgh. Under a C.I.F. 
contract, the title passes as soon as the papers 
covering the shipment are sent to the pur- 
chaser, and title passes at the point of ship- 
ment. Here, too, the loss would devolve 
upon the purchaser. 


Income tax 


Q. (a) In computing deductions on taxable 
property what is the distinction between the 
terms “Depreciation” and “Obsolesence’’? 
(6) What is known as the “straight-line” 
method 0j computing deductions because of 
depreciation? 

A. (a) “Depreciation” of property signi- 
fies the normal wear and tear incident to the 
ordinary usage of the property; e.g., if the 
life of a machine in its ordinary usage is five 
years, the annual depreciation is equivalent 
to twenty percent of the cost or market value, 
whichever is greater. “Obsolesence” is that 
which renders the property useless because 
of some new invention, economic change, 
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etc.; €.g., am apartment house without mod- 
ern equipment such as elevator, etc., might 
have an ordinary life of fifty years, but it is 
rendered obsolete in ten by the construction 
of more modern buildings in the neighbor- 
hood. (b) The “straight-line” method of 
computing deductions for depreciation con- 
sists in an annual proration of the cost or 
market value of the property, less the sal- 
vage value; e.g., a building costs $1,000,000 
to build and has a normal life of fifty years. 
Its salvage value at the expiration of that 
period is $100,000. The straight-line method 
of deduction calls for a deduction of 1/50 
or two percent of $900,000 each year. 


Debtor and creditor law 

Q. What constitutes insolvency within the 
meaning of the Debtor and Creditor Law of 
New York? 

A. 1. A person is insolvent when the 
present fair salable value of his assets is less 
than the amount that will be required to pay 
his probable liability on his existing debts as 
they become absolute and matured. 2. In 
determining whether a partnership is in- 
solvent there shall be added to the partner- 
ship property the present fair salable value 
of the separate assets of each general part- 
ner in excess of the amount probably suf- 
ficient to meet the claims of his separate 
creditors, and also the amount of any un- 
paid subscription to the partnership of each 
limited partner, provided the present fair 
salable value of the assets of such limited 
partner is probably sufficient to pay his debts, 
including such unpaid subscription. 


Bankruptcy 


Q. What are the qualifications necessary 
for appointment as trustee in bankruptcy? 

A. Under Section No. 45 of the Federal 
Act, qualifications for trustee are as follows: 
Trustees may be (1) individuals who are re- 
spectively competent to perform the duties 
of that office and reside and have an office 
within the judicial district in which they are 
appointed or (2) corporations authorized by 
charter or by law to act in such capacity 
and having an office within the judicial dis- 
trict in which they are appointed. 


Income tax 


Q. Are interest and taxes chargeable against 
one’s home, deductible from gross income in 
making income tax returns? 

A. Yes. Interest and ordinary taxes are 
deductible under special provision of the 
Revenue Act of 1932. The statute allows de- 
ductions from the gross income of taxes paid 
or accrued within the taxable year with ex- 
ceptions, they are: 

1. Income or profits and excess profits taxes 
imposed by the authority of the United States. 

2. Income or profits and excess profits taxes 
imposed by the authority of any foreign coun- 
try or possession of the United States allowed 
as a credit against taxes under section 131 of 
the act. 

3. Taxes assessed against local benefits of 
a kind tending to increase the value of the 
property assessed. However, the three ex- 
ceptions doesn’t exclude as a deduction such 
taxes as might be allocated to a maintenance 
or interest charges. Estate and inheritance 
taxes are allowed as a deduction only to the 
Estate. 


Eighteenth Amendment 


Q. How long after thirty six states have 
voted for repeal of the eighteenth amendment 
will repeal become effective? 

As soon as the ratifying Conventions 
of the thirty six states shall have concluded 
their work. There is a provision requiring 
the publication of such ratification by the 
Sectetary of State, but such is not essential to 
render repeal effective. Most of the states. 
who have voted for repeal have already ratified 
the vote, and repeal at a date very soon after 
November 7, 1933 is indicated. 
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CHATTEL MORTGAGE. RECORD OF 
PRIOR CONDITIONAL SALES CON- 
TRACT. FORECLOSURE SALE. RIGHTS 
OF PURCHASER. (N. J.) 

Action in replevin. Plaintiff's title was 
predicated upon a purchase at a foreclosure 
sale. The car was sold to the plaintiff's 
husband, on March 31, 1928, under a condi- 
tional bill of sale. The chattel mortgage 
under which she purchased was subsequent 
thereto. The conditional sales agreement 
was recorded on April 19th, 1928, at eleven- 
twenty A. M., and the chattel mortgage went 
on at two twenty-five P.M. the same day. 
Section 5 of the Uniform Conditional Sales 
act declares that every provision in a condi- 
tional sale reserving property in the seller 
shall be void as to any purchaser from or 
creditor of the buyer, who, without notice 
of such provision, purchases the goods or 
acquires by attachment or levy a lien upon 


them, before the contract or a copy thereof 
has been filed, unless such contract or copy 
is so filed within ten days after the making 


of the conditional sale. 
Stat., p. 3130. 

Held that this section did not void the 
conditional sales agreement as against a pur- 
chaser under the chattel mortgage. The 
chattel mortgagee neither purchased the car 
nor acquire by attachment or levy a lien 
thereon before the conditional sales agree- 
ment went on record. A purchaser at a 
foreclosure sale under that mortgage could 
acquire no greater rights than the chattel 
mortgagee had. The prior filing of the con- 
ditional sales agreement was notice. Judg- 
ment for plaintiff reversed. Manchest v. Long 
Island Finance Corp. N. J. Supreme Ct. 
Decided August 16, 1933. Requisition No. 
97376. 


CONDITIONAL SALE OF MOTOR 
CAR. UNAUTHORIZED REMOVAL FROM 
STATE. RIGHTS OF PURCHASER IN 
GOOD FAITH. (COLO.) 

The plaintiff in error American Equitable 
Assurance Company, as plaintiff, replevied 
an automobile from the defendant in error 
Hall Cadillac Company, as defendant. Judg- 
ment went in favor of the latter, and the 
former brings the case up for review. The 
automobile in question was sold by a dealer 
at Tacoma, Washington, to a purchaser 
under a so-called conditional sale contract. 
Thereafter the automobile was removed from 
Washington, contrary to the provisions of 
the contract. The plaintiff, as insurer, paid 
the dealer's assignee the amount of the loss 
sustained through the unauthorized removal, 
and received certain instruments of assign- 
ment. The defendant interposed two de- 
fenses. One involves the contention that the 
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conditional sale contract is invalid and unen- 
forceable against the defendant because the 
latter purchased the automobile at Denver in 
good faith for value and without notice from 
one having title thereto and rightful posses- 
sion thereof. The other defense is that the 
defendant has repainted and reconditioned 
the automobile at an expense of labor and 
material amounting to a stated reasonable 
value. 

Held that the court need not pass upon 
the latter. The amended reply and an 
amendment thereof charge the defendant with 
actual or constructive knowledge of the rights 
alleged by the plaintiff, and insist that a 
judgment for the defendant would be in con- 
travention of the Constitution of the United 
States and the Constitution of Colorado, that 
it would constitute the taking of the plain- 
tiff’s property without due compensation, and 
that it would be a failure to give full faith 
and credit to the law of a sister State. The 
findings of the lower court, based upon con- 
flicting evidence, were in favor of the de- 
fendant on all the issues. The lower court 
found that the defendant was a purchaser, 
for value and without notice, from one having 
title as well as lawful possession. On the 
authority of Turnbull v. Cole, 70 Colo. 364, 
followed in the recent case of Commercial 
Credit Company v. Higbee, (1933 CCH Page 
18,070) the judgment of the court below 
must be affirmed, since it falls squarely with- 
in the principle laid down in those cases, 
namely, that a conditional sale contract, even 
though valid outside of Colorado, cannot be 
here asserted against one who, in good faith 
and without notice of a defect in the title, 
has purchased personal property covered 
thereby from one having open possession of 
the article or articles sold. Judgment affirmed. 
American Equitable Assurance Co. v. Hall 
Cadillac Company. Colo. Supreme Ct. Re- 
leased September 6, 1933. Requisition No. 
97346. 


CONDITIONAL SALE IN NATURE 
OF CHATTEL MORTGAGE. SALE OF 
SPRINKLER SYSTEM. CONTRACT. CON- 
STRUCTION. (MICH.) 

The United States Construction Company, 
Inc., installed a sprinkler system in the Grand 
Hotel under a conditional sales contract, 
termed a lease, and under which the lessees 
or vendees were to pay $13,000, annually, 
for seven years, and make an eighth pay- 
ment of $10,000, and thereafter own the 
equipment upon payment of an additional 
$3,000. In case of default by the vendees, 
the vendor retained the right to retake the 
sprinkler system, without releasing the ven- 
dees from making the annual payments. The 
Mackinac Island Hotel Company, owner of 
the hotel, went into the hands of a receiver. 
The construction company demanded posses- 
sion of the sprinkler system and, upon re- 
fusal by the receiver petitioned the court 
below for direction to the receiver to permit 
such retaking. The lower court found that 
the contract or lease was a conditional sale 
in the nature of a chattel mortgage and, not 
having been recorded, was void as to subse- 
quent creditors of the hotel company. The 
question is whether the contract was a pure 
conditional sale or one in the nature of a 
chattel mortgage. 

Held that, if under the contract, a vendor 
may retake the property and also hold the 
vendee to pay for the same, it is a condi- 
tional sale, in the nature of a chattel mort- 
gage, and must be recorded in the proper 
ofhce in order to foreclose subsequent credi- 
tors. The full purchase price, in order to 
pass title, was fixed at $104,000, and, under 
the contract, $101,000 of this was to be paid 
even if the sprinkler system was reclaimed 
by the vendor. The obligation to pay re- 
mained although the security was captured. 
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Order affirmed. Ballard v. Mackinac Island 
Hotel Co. Mich. Supreme Ct. Decided 
October 2, 1933. Requisition No. 98071. 


ORAL CONTRACT. DELIVERY OF 
GOODS. TITLE. ACTION FOR PUR- 
CHASE PRICE. STATUTE OF FRAUDS. 
UNIFORM SALES ACT. (MICH.) 


Marshall, a farmer, sold a milk route and 
the equipment, consisting of a boiler, ster- 
ilizer, cream separator, and other articles to 
the defendant. This action was brought to 
recover the purchase price thereof. Plaintiff 
had judgment from which the defendant has 
appealed. The dispute arises over the price 
and the manner of payment. Marshall testi- 
fied that he was to have $550, if paid in 
cash, or $600, if on terms. The defendant 
testified that $550 was agreed upon as the 
price, and that it was to be paid in monthly 
payments of $25 each. In answer to special 
questions the jury found that the sale was 
on such monthly payments. The trial court 
instructed the jury that if the contract price 
was as deine by the defendant and to be 
paid in monthly payment,—‘“the contract 
having been completed with the exception 
of the agreed purchase price, the defendant 
is obligated to pay the value of the things 
sold to him by the plaintiff apee the theory 
of the quantum meruit or what the things 
are resonably worth not to exceed the pur- 
chase price fixed in the contract.” This in- 
struction was probably based upon the claim 
of the defendant that, the contract being an 
oral one and the last of such payments not 
to be made within one year, it was unen- 
forceable under the statute of frauds. Under 
section 9442, 2 Comp. Laws 1929, of the 
“Uniform Sales Act,” a contract for the sale 
of personal property may be made in writ- 
ing, “or by word of mouth.” Under section 
9443 if the value be $100 or more, it is 
unenforceable, unless the buyer shall accept 
the goods sold, or a part of them, and actu- 
ally receives the same. Both the title to the 
property sold and the possession thereof 
passed to the defendant. All that he prom- 
ised to do was to pay money and there is 
no law requiring such a promise to be in 
writing to be enforceable. 

Held that the right to recover on the 
quantum meruit is restricted to cases in 
which the contract is void under the statute, 
but has been fully executed by one party 
and the other has received the consideration 
and accepted the benefit. If, as claimed by 
the defendant, the purchase price was to be 
paid in monthly payments and the four pay- 
ments were made thereon, there was nothing 
due plaintiff on the contract at the time the 
action was begun. Judgment reversed and 
a new trial granted. Winchester, Admin- 
istrator v. Brown. Mich. Supreme Ct. De- 
cided October 2, 1933. 


CLAIM OF VOIDABLE PREFERENCE. 
PROOF. (ME.) 

The action is by the trustee in bankruptcy 
of Ira C. Kates, for the benefit of the bank- 
rupt estate, under subdivisions (a) and (b) 
of section 60 of the Bankruptcy Law of 1898, 
(30 U. S. Statutes at Large, 562), as most 
recently amended by the Act of June 25, 1910 
(36 U. S. Statutes, 842), and appearing in 
11 USCA, sec. 96. The suit is to recover 
preferential transfers. 

Held that the plaintiff has the burden of 
proof and must establish, among other things, 
the insolvency of the debtor in the sense of 
the insufficiency of his property, at a fair 
valuation, to pay his debts. Ira C. Kates 
was a merchant who kept a store at Bidde- 
ford, Maine, and another at Dover, New 
Hampshire. Biddeford was the location of 
the defendant banking corporation which held 
Mr. Kates’ promissory note for $1,500. It 
brought suit on the note and an attachment 
was made of the stock in trade, furniture 
and fixtures in the Biddeford store. The 
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debtor so requesting, the store remained open, 
under a keeper, that business might con- 
tinue. The proceeds of sales were retained, 
in lieu of merchandise sold. When on March 
9, 1932, Mr. Kates made an assignment of 
“both stores”, the attachment was ane. 
The sheriff accounted to the assignee for the 
sale of goods, the latter receiving $506.90. 
This the assignee turned over to the bank 
which credited the sum on the note. Next, 
the bank advanced money to pay the inter- 
est On a mortgage which Mr. Kates had 
given to a savi ay April 23, 1932, the 
assignee sold the stock and fixtures in the 
Biddeford store for $600.00 which was paid 
to the defendant bank. The plaintiff offers 
no evidence that, at the time of any trans- 
action, the aggregate of Mr. Kates’ assets, 
taken at a fair valuation, was less than the 
aggregate of his liabilities. Judgment for 
defendant. Keefe v. Pepperell Trust Co. 
Me. Supreme Judicial Ct. Decided July 20, 
1933. 


AMENDMENT TO ACT, MARCH 3, 
1933. CONSTRUCTION. (ILL.) 

The single question raised on this appeal 
involves the construction of the seeds 
to the Bankruptcy Act, which became effec- 
tive March 3, 1933. Appellant was adjudged 
t bankrupt August 24, 1932. An order was 
entered January 9, 1933, discharging him 
from his debts. The administration of his 
estate was not closed when the amendment 
to the Bankruptcy Act was enacted March 3, 
1933. On April 11, 1933, he petitioned 
the court to vacate the order discharging him 
of his debts and also prayed for relief allow- 
able under the amendment. Appellant 
argues that the provision of the amendment 
which reads (Sec. 2, Act of March 3, 1933, 
Ch. 204), “Proceedings under this Act may 
be taken in proceedings in bankruptcy which 
are pending on the effective date of this 
Act,” applies to him. The District Court 
held that the petitions of the bankrupt do 
not come within Section 74, of the Bank- 
ruptcy Act, as amended, March 3, 1933. 

Held that under the amendment on March 
3, 1933, one whose estate is then admin- 
istered in bankruptcy may, if the facts war- 
rant it, seek and secure the relief provided 
for by the amendment. To limit the language 
of the amendment to instances where in- 
voluntary petitions had been filed in bank- 
ruptcy but wherein no adjudication had oc- 
curred would not only nullify its effect but 
would be contrary to the wording of the 
above-quoted provision and violative of the 
purpose of the legislation. Order reversed. 
Grzenia v. Lucius et al. U.S.C. C. A., 7th 
Cir. (Ill.) Decided July 27, 1933. Requisi- 
tion No. 96167. 


PETITION FOR EXTENSION OF TIME 
FOR PAYMENT OF DEBTS. MORTGAGE 
FORECLOSURE. INJUNCTION. (IDAHO). 

The petitioner, a resident of Idaho en- 
gaged chiefly as housewife, files her petition 
under section 74 of the amendment to the 
National Bankruptcy Act approved March 
3, 1933, stating that she is insolvent and 
desires an extension of time to pay her debts. 
The Amsterdam Savings Bank holds a mort- 
gage in the sum of $3,000 against her real 
property situated in the State of New York. 
Petitioner prays for an order enjoining the 
bank from proceeding further in the fore- 
closure of the mortgage. The bank about 
May 20th, 1933, instituted the foreclosure 
action. The amended Act provides for the 
filing of such petition and grants power to 
the court to enjoin secured creditors who 
may be affected by the extension from pro- 
ceeding in any court for the enforcement of 
their claims until the extension has been 
confirmed. Under an arrangement between 
the petitioner and the bank, the bank was 
authorized to rent and collect the rent of 
the premises and apply it upon its mortgage 


debt. It collected the sum of $145.50 as- 
rental and has applied that amount upon 
its interest and taxes. At the present time 
the tenants are unable to pay the rent. There 
is a balance of $3093.60 due the bank upon 
the indebtedness of the petitioner. There 
will only accumulate in addition to the prin- 
cipal a sum covering the interest and taxes 
for the year 1933, which will not exceed the 
value of the property securing the same. 

Held that the purpose of the amendment 
to the National Bankruptcy Law applies to 
such a case as this, and the prayer for a 
restraining order is granted. The Amsterdam 
Savings Bank is enjoined from further pro- 
ceeding until the 1st day of December, 1933. 
Matter of Aker. U. S. Dist. Ct., Dist. of 
Idaho. Decided July 22, 1933. 


DELIVERY OF MERCHANDISE. 
WHETHER CONSIGNMENT OR SALE. 
BANKRUPTCY. PRIORITY OF PAY- 
MENT. (MO.) 

Nichols Wire, Sheet and Hardware Com- 
pany, being in receivership, the State of 
Michigan, operating under the name of Michi- 
gan State Industries, filed a claim based 
upon money due on a consignment of bind- 
ing twine sent to the above company. There 
is no contest over the amount due. The 
entire controversy is over giving the claim 
priority of payment. Priority was urged upon 
the basis of an equitable lien upon the pro- 
ceeds coming into the hands of the receiver 
because the claim arose from sale of con- 
signed merchandise. The trial court awarded 
a and from that order this appeal is 
rought. Prior to June, 1930, appellee had 
sold twine to the Nichols Company. In 
June, 1930, appellee entered into a verbal 
agreement with the president of the Nichols’ 
Company to send further twine upon con- 
signment, the company’s compensation to con- 
sist of the difference between the price for 
which it must be responsible and the price 
at which it might sell, together with a five 
per cent discount upon monthly remittance. 
In accordance with this arangement, the com- 
pany sent two orders to appellee. The twine 
was promptly shipped. The company sold 
the greater part of the consigned shipments 
before the receivership. The receiver has 
sold the remainder. The amount of the claim 
involved is the balance due upon the con- 
signed twine. Appellant argues that, al- 
though the contract contemplated a consign- 
ment of the twine to the company, it also in- 
tended that relation to change upon the sale 
of the twine by the company, at which time 
the bailment was to become a debtor-creditor 
relation. 

Held that the essential difference between 
a contract of sale and one of bailment is the 
locus of the title. This locus is tested not 
so much from the standpoint of the sender 
(bailor or seller) as from that of the receiver 
(bailee or buyer). The title may remain in 
the sender but if it is poised for flight into 
the receiver as soon as he pays the price, it 
is a sale, even though conditionally so. But 
if the title never passes into the receiver, 
then it cannot be a sale to him. Appellant 
argues that certain expressions on the in- 
voices show appellant became a debtor upon 
sale of the twine to its customers. The 
statement in the invoices relied upon is “5 
P C Monthly Remittances”. But the invoice 
is not controlling where it is in performance 
of a contract previously made. Here there 
had been a verbal contract in pursuance of 
which the orders and invoices resulted, and 
the discount was to be effective only upon 
collections realized by the bankrupt and its 
purpose, evidently, is to encourage prompt 
collections and remittances. Appellant con- 
tends also that the statement on the invoices 
at least renders the contract ambiguous. The 
court doubts if such ambiguity exists but, 
even so, it has announced the rule of con- 
struction to be that where such a contract 





is ambiguous the doubt must be resolved in 
favor of the bailment. Appellees are entitled 

to priority because the contract was one of — 
consignment. Order affirmed. Dryden v. 
Michigan State Industries et al. U.S. C. C. 
A., 8th Cir. (MO.) Decided July 20, 1933. 


Canal-boat 
y prosperity 


(Cont. from pg. 42) ethics which governs 
members in their relations with each 
other and with other members of so- 
ciety, and a certain attitude toward their 
work held generally by the members of 
the group. This attitude is one of pride 
in the profession and a feeling of re- 
sponsibility to society for good work- 
manship. 

Cannot the credit men of the nation 
lead in bringing about the acceptance of 
such an attitude by business men gen- 
erally? Credit men have or are ac- 
cumulating such a body of knowledge 
about their work. They are developing 
codes of ethics to govern many phases 
of business relations. They are devel- 
oping this attitude of mind which 
stresses the well-being of society as a 
whole, realizing that they have a re- 
sponsibility to society as well as to their 
employers. The philosophy and the 
economics of the canal boat era are as 
outmoded now as that system of trans- 
portation. Prosperity cannot be brought 
back by the methods and policies which 
were feasible a century ago. A new 
philosophy and a new attitude are as 
essential as a New Deal. May the 
credit men of the nation lead the way! 

Hundreds of years ago men began to 
talk about the good life. The Greeks 
who gave us the concept had scanty nat- 
ural resources and a not wholly admir- 
able social organization. Consequently 
they were able to realize the ideal of 
the good life only for the few at the 
expense of the many. In order that 
the citizen might have good homes, 
good food, a reasonable amount of 
leisure for the better things of life it 
was necessary to have many slaves 
spending their lives in drudgery and 
want. But we are in a far better situ- 
ation. We have great natural resources. 
In a democratic society we need not con- 
demn the many to a life of toil and 
deprivation in order to secure the good 
life for the few. In our industries we 
have thirty or forty mechanical slaves 
who will spend their lives drudging for 
us without a murmur. With the re- 
sources, the intelligence, and the ideals 
at our command we can have the good 
life not for a few only but for all in 
democratic America. God give us cour- 
age and wisdom to bring it to pass! 
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Who’s afraid of the big bad wolf? 


Walt Disney’s song flippantly 
strikes the keynote of recovery. 
They, who have the courage 
to TRY, collect. It should not 
require much courage to try the 
service organization with the best 
record in the field. Why not? 


We're not afraid of your big bad wolf. We've handled too many of them. 
We haul them in and turn them over to you in the form of wolf steaks, chops 
and spare-ribs, in return for the minimum amount of “gravy”. The record of 
users proves that they collected the profit from a reduction of six days in aver- 
age age of accounts outstanding and a recovery, through adjustments, of four 
times the average recovered through bankruptcy in less than half the average 
time consumed. 


NAME © 


ADDRESS 


Collection-Adjustment Bureaus Department 


NATIONAL ASSOCIATION OF CREDIT MEN 


One Park Avenue New York City 





